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DELIBERATE INDUSTRIALISATION FOR HIGHER 
INCOMES ! 


1. Tae UrcsE to INDUSTRIALISE: ITs CAUSES 
AND COMPONENTS : 


Economic development of the newer countries during the 
nineteenth and early twentieth centuries was essentially the 
exploitation of profit opportunities in food and raw materials. 
A wide variety of products—wheat, coffee, tea, sugar, vegetable 
oils, mutton, beef, wool, cotton, rubber, tin, copper, nitrates, 
etc.—were developed over the years in different countries, and 
these were exchanged against the processed goods and manufac- 
tures of the older and more industrialised countries.2 But 
the world depression checked this mutually profitable exchange 
between the older and newer countries. Food and raw-material 
prices fell drastically. Unsaleable surpluses accumulated in the 
newer countries while production went on unchecked or even 
increased. At the same time the prices of manufactured goods 
from the industrial countries fell much less, with the result that 
food and raw-material producers suffered worsened terms of trade 
on what commerce remained. 

The specific response to these unfavourable developments 

1 This paper is part of a larger study on International Economic Relations 
now being carried on by the writer with Professor Friedrich A. Lutz under 
the auspices of the Twentieth-Century Fund. 

2 The stage of development of the economies from which these foods and raw 
materials came was, of course, far from identical. By 1929, for example, 
Australia and Canada had achieved considerable industrialisation, while the Malay 
States and the Netherlands Indies remained almost exclusively agricultural. 
The United States, although an important exporter of raw materials, was already 
highly industrialised by 1900. 

3“. . . the Canadian terms of trade thus deteriorated by about 20 per cent. 
from the ’twenties to the "thirties, although they improved again after 1935. 
This movement was... very unevenly spread over the various groups of 
exports. It was most pronounced in agricultural, vegetable, and animal 
products, and in wood, wood products, and paper, three groups of decisive im- 
portance for Canada’s exports; and in fibres, textiles, and textile products, a 
group of very small significance.” E. Munzer, “‘ Exports and National Income 
in Canada,” Canadian Journal of Economics and Political Science, February 
1945, p. 41. 
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was not identical in all the newer countries. But, as everywhere 
else, the persistence of the depression forced the raw-material- 
producing countries to re-appraise their economic position. 
National economic policy, and even to some extent colonial policy, 
increasingly emphasised economic stability and diversified pro- 
duction. Monoculture was discouraged. Diversification, self- 
sufficiency, ‘‘ balanced production,” industrialisation, anc. stability 
increasingly became the slogans of policy. The nineteenth- 
century views on international specialisation and exchange seemed 
inapplicable to the crisis of the early thirties. Moreover, economic 
policy in the older industrialised countries, with which the raw- 
material countries had had a profitable commerce before 1930, 
only encouraged the drift towards industrialisation and _ self- 
sufficiency in the ‘‘ backward ” areas.* 

The decade between the end of the depression (say 1936) 
and the termination of World War II gave fresh impetus to 
programmes for industrialising the newer countries. The urge 
to industrialise was strengthened by a variety of factors. Perhaps 
first in importance was the fact that the war itself seemed to 
demonstrate that centralised Government control of production 
was both more efficient and more administratively feasible than 
had been believed earlier. The demonstration came from two 
sides. On the one hand, whole new industries sprang into being 
in the older industrial countries and aggregate output increased 
astoundingly despite war-time difficulties. On the other hand, 
the war seemingly settled the dispute as to whether Russia had or 
had not succeeded in industrialising her economy in a few short 
years. Both achievements seemed to emphasise that the possi- 
bilities of deliberately planned industrialisation were much 
greater than had been generally believed.? 


1 Autarky as an economic policy for Germany was, from one point of view, 
only the ultimate extension of attitudes and value judgements that were prevalent 
in nearly all countries during the depression. The first major move by the United 
States Congress to combat the depression, for example, was to enact the Hawley- 
Smoot tariff in 1930, which raised rates to the highest level in history. If the 
industrial countries insisted on excluding imports of food and raw materials 
(as well as manufactures), then the newer countries whose economies were organ- 
ised for the export of these goods would have to develop home industry willy- 
nilly. In other words, the change in economic policy towards foreign trade in the 
industrial countries, which evolved during the depression, forced the newer countries 
to industrialise and to be more self-sufficient. 

2 An ancillary factor here was the fact that the immediate pre-war years and 
the war itself showed that synthetic products and the use of non-steam power 
had greater possibilities than had earlier been believed. The argument in the 
past had typically been that a shortage of coal and essential raw materials was an 
almost insuperable barrier to industrialisation. But the war seemed to show that 
there were many ways around such difficulties at less than a prohibitive cost. 
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A second factor was that many manufactured goods were 
unobtainable from abroad during the war years. The experience 
was particularly annoying to the unindustrialised raw-material 
countries because, in contrast to the depression years, they had 
adequate foreign exchange. Home industry and sources of raw- 
material supply (including foods) were necessarily stimulated. 
Their present existence will encourage still further economic 
development and industrialisation as a deliberate policy. 

The third group of factors strengthening the urge (even de- 
termination) to industrialise and develop low-income areas would 
include certain ‘“intangible”’ items. Nationalist feeling and 
nationalist pride have probably not diminished during the war. 
In China, the Netherlands Indies, French Indo-China, Egypt, 
and India the conviction seems to be widespread that the control- 
ling “ foreign ”’ Powers have in the past deliberately retarded 
economic development for selfish reasons. Thus current proposals 
have a strong political and cultural drive. And it would be 
foolish to pretend that these motives are of secondary importance.” 
Nationalism and the insistence on “ independence ”’ cannot be 
disregarded in any realistic discussion of contemporary industrialisa- 
tion and economic development schemes. These impart a fervour 
that might otherwise be absent. 


2. INDUSTRIALISATION AND Economic DEVELOPMENT IN THE 
QusEst FOR Betrer Livine 


If one surveys the earth’s peoples with respect to industrialisa- 
tion and welfare three important facts stand forth clearly. First, 
manufacturing production (that is, production other than agri- 
culture, extractive industries, trade, and services) is distributed 
between the nations in a highly uneven manner. Although 
manufacturing production has been becoming increasingly 
diffused throughout the world since 1870, a high degree of con- 
centration still prevails. In 1870 the United States (23-3%), 
Germany (13-2%) and the United Kingdom (31-8%) together 
accounted for 68-3°% of the world’s manufacturing production.* 

1 Cf. Kathleen O. Horton and Thomas R. Wilson, Some Factors in Post-war 
Trade with British Empire, U.S. Department of Commerce, Bureau of Foreign 
and Domestic Commerce, Economic Series No. 39, Washington, 1944; also 
C. M. Purves, ‘‘ Wartime Changes in World Food Production,” Foreign Agriculture, 
January 1945. 

* Cf. P. T. Ellsworth, Chile: An Economy in Transition, New York, 1945, 
p. 132. 


* Folke Hilgerdt, Industrialisation and Foreign Trade, League of Nations, 
Geneva, 1945, II, A. 10, p. 13. 
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Although an index of world manufacturing production (1925- 
29 = 100) rose from 14-4 in 1870 to 135-0 in 1938, these same three 
countries in 1938 still accounted for more than 50% of the world’s 
manufacturing production.* 

The mere fact that a particular area produces no manufactured 
goods is (economically) of little moment if the region acquires 
manufactures by trade and exchange with the rest of the world. 
But, in fact, the per capita consumption of manufactured goods 
shows an enormous drop from the wealthier industrialised countries 
to the poorer agricultural countries. The second important fact 
is thus that, in the main, the countries which do not produce 
manufactures do not consume them in large quantities. In 
1926-29 the per capita supply (production plus imports and minus 
exports) of finished factory products other than foodstuffs was 
$254 for the United States, less than half this amount in the 
United Kingdom and Germany ($112 and $111 respectively), 
about $28 in Japan as against $22 in Russia, but only $3 in China 
and India, which together held almost one-half of the world’s 
population within their borders.” 

Third, it is a striking statistical fact that a fairly high correla- 
tion exists between low per capita incomes and a high percentage 
of the population engaged in agricultural production. Countries 
standing at the low end of the income scale—China, India, Nether- 
lands Indies, South-eastern Europe, certain Latin American 
countries—typically have 50% (or more) of their population 
engaged in agriculture. Even New Zealand, Canada, and Den- 
mark, which are often thought of as predominantly agriculturai 
countries, had only respectively, 28%, 31%, and 36% of 
their gainfully employed population in agriculture. Yet 
greater industrialisation is not simply a matter of a higher 
percentage of the working population engaged in manufac- 
turing.* 

While low incomes and a high proportion of the population 
in agriculture seem to go together, it is also the fact that as the 
proportion of the population engaged in agricultural pursuits 
increases (as we move down the income scale), the yield from 

1 Folke Hilgerdt, Industrialisation and Foreign Trade, League of Nations, 
Geneva, 1945, II, A. 10, pp. 138-140. 

2 Cf. ibid., p. 22. 

3“. , . the industrialisation process does not simply result in the absorption 
by industry of part of the agricultural population. The chief fact brought out 
is that, as the share of population engaged in industry increases, so does that 
in all the other big occupational groups except agriculture. In particular, the 


population engaged in commerce and transport increases along with that in 
manufacturing.” Industrialisation and Foreign Trade, p. 28. 
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agriculture per unit of arable land area also declines fairly steadily.* 
This would suggest either agricultural overpopulation, poor 
quality of land, primitive (non-capitalistic) methods of cultivation 
or some combination of the three. From these three groups of 
related facts the conclusion is often drawn that higher real in- 
comes in the low-income areas depend on industrial development. 
Yet statistical correlation does not necessarily demonstrate causal 
relationship. 

Industrialisation per se may not be an open sesame to higher 
real incomes the world over. For, although the high per capita 
income countries are typically industrialised countries, their high 
productivity per capita, which affords them their high incomes, 
cannot, logically, be traced altogether to their industrialisation. 
In most instances the industrialisation is itself to be explained 
by the combination in those areas of rich natural resources, an 
energetic and skilled people, a topography and climate favourable 
to production, and, certainly not least in importance, a population 
not large relative to the usable land area. In other words, con- 
ditions were relatively favourable for a high per capita productivity 
with or without industrialisation, and so for a high per capita 
standard of living. Lacking these more basic advantages, 
neither industrialisation nor a high standard of living would 
eventuate. That this is the more probable causal relationship 
rather than a direct sequence from industrialisation to better 
standards of living seems to be emphasised by the very marked 
differences in incomes within the high-income countries themselves. 
One would scarcely argue, presumably, that in the United States 
the low incomes in certain states was, in any fundamental sense, 
chargeable to the absence of industrialisation, nor—what is even 
more important—that more industrialisation would certainly 
raise their per capita incomes. It would be more reasonable to 
point to the poor natural resources, natural land barriers, skill 
and energy deficiencies of the population, and the like. Con- 
sequently reasoning from more industrialisation to higher living 


1 It would require more space than is available here to give adequate statistical 
evidence in proof of this assertion. But if the countries are ranked according 
to the increasing proportion of the employed populations in agriculture, and 
these are set against the yields per acre in agricultural crops—e.g., in wheat, 
rye, barley, and potatoes—the yields tend to decline fairly consistently. The 
extensive type of farming operations carried on in Australia, Canada, and 
Argentina of course give them a position apart. But, aside from these countries, 
the most thoroughly agricultural countries likewise seem to have the lowest 
yields per unit area. Cf. Statistisches Jahrbuch fir Das Deutsche Reich 1934, 
Internationale UWhersichten, pp. 38-41; also Industrialisation and Foreign 
Trade, p. 38. 











538 THE ECONOMIC JOURNAL [DEC. 


standards may be a tenuous base for economic development 
plans in some areas unless, perchance, the more fundamental 
favourable factors are also present. And the danger is especially 
great where “ industrialisation’”’ is used in a narrow sense of 
simply having more factories or industrial plants. 


3. DELIBERATE INDUSTRIALISATION FOR HiGHER INCOMES: 
SomE PROBLEMS AND DIFFICULTIES 


No one could quarrel over the desirability of improving the 
miserable lot of half the world’s population. At the same time, 
however, well-intentioned schemes which disregard the inherent 
realities of the problem will end in disillusion and despair. Good 
works are more than benevolent hopes. 

One might assume that the future industrialisation and eco- 
nomic development of low-income areas will follow a patiern similar 
to that woven by countries that have already industrialised. In the 
nineteenth and early twentieth centuries the British Dominions, 
Sweden, Switzerland, and most of Western Europe passed 
from agriculture to industry with rising standards of living. 
Partial industrialisation was achieved by the Japanese in Man- 
churia. And on a smaller scale with a number of special features 
has been the “economic development ’”’ of Palestine. Careful 
study of these instances of industrialisation and economic de- 
velopment should, one might suppose, allow a reasonable forecast 
of the probable sequence of industrial development in the now 
low-income areas. Such studies would undoubtedly be highly 
illuminating; and they would forewarn against errors that might 
otherwise be committed in some industrialisation programmes for 
low-income areas. 

But there are important differences between the industrialisa- 
tions that have already occurred and those that are now being 
planned. The countries that industrialised in the nineteenth 
century—Western Europe, the United States, and, to some 
extent, the British Dominions—did so along free enterprise 
principles in areas rich in natural resources relative to their 
population. A common ideology and scale of values prevailed, 
and there was a century of nearly unbroken peace. Contemporary 
China, India or South-eastern Europe are something else again. 
The recent industrialisation of the U.S.S.R. is also unique in 
several respects. Apart from having rich natural resources and 
virtually no population problem, the Russian industrialisation 
programme was spurred to a frenzied pace by an overriding fear 
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of possible foreign aggression and administered throughout with 
a ruthlessness that might not bear repetition.1 The Manchurian 
case, although never carried through to completion, also has its 
own special features. In other words, some circumspection is 
appropriate in reasoning from what has occurred in Russia, the 
United States, or other already industrialised areas to a programme 
and forecast on industrialisation for China, India, the Netherlands 
Indies, South-eastern Europe, the Near East, or other poverty- 
stricken areas. 

A proper study of these differences and the possibilities for 
improved living standards in particular areas would require a 
painstaking analysis region by region. Nevertheless a few 
general comments on the problem seem pertinent, and even 
necessary, in relation to the international investment problem 
as @ whole.? 

A country’s change to an industrial status can be variously 
described according to the emphasis and point of view. On the 
one hand it is an increase in the real capital resources available 
per head of population. Alternatively it is an increase in the 


1 The Russian case is also unique in that the programme was carried through 
by a huge programme of forced capital accumulation with almost no foreign 
borrowing beyond some medium-term commercial credits. 

* As used in current discussion the term ‘‘ economic development ” is broader 
than industrialisation. Projects such as the T.V.A. or the Columbia River 
Development figure prominently in current discussions of what might be done 
through economic development. Worker training schemes, swamp drainage, 
or even population control programmes would be included along with highway 
construction and harbour development. An interesting recent discussion of the 
economic development of low income areas (National Planning Association, 
International Development Loans, Planning Pamphlets, No. 25, Washington, 
1942) distinguishes four general types of undertakings; (1) Basic undertakings, 
which would include roads, irrigation, large hydro-electric power developments, 
etc., (2) Reconstruction and conservation, which, besides the repair of war damage, 
would include the reconstruction of cities, skum removal, prevention of soil erosion, 
flood control, etc., (3) Exploitation, “‘ projects which provide new, additional, 
improved, or cheaper commodities in a country for export to foreign markets.” 
These are expected to be undertaken mainly by private enterprise on the basis 
of investment opportunities created by types (1) and (2) above, (4) Diversification, 
which is defined (p. 20) as “‘. . . steps to diversify national economic activity, 
for the purposes of distributing employment eggs into several baskets, of resisting 
the downward tendency in the bargaining position of the producer of foodstuffs 
and raw materials against countries exporting manufactured products, and of 
increasing national economic power.” This fourth group would include agri- 
cultural diversification, introduction of light industry and even heavy industry. 

Some interesting discussions of these problems are to be found also in H. D. 
Fong, The Post-War Industrialisation of China, National Planning Association, 
Planning Pamphlets, Nos. 12 and 13, Washington, 1942. 

* For instance, “an increase in the amount of capital equipment and pro- 
ductivity per employed person and variety of goods.” H. Frankel, ‘‘ The 
Industrialization of Agricultural Countries,” Economic JouRNAL, June-September 
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proportion of industrial production in total national income, or 
perhaps better, a decrease in the fraction of agricultural production 
in national income. A different emphasis would stress the gradual 
widening of the sphere of the “ money economy.’ Again, from a 
sociological point of view, urbanisation might be the important 
shift. It is a many-sided process and no simple definition is 
entirely satisfactory.” 

Economists have traditionally classified productive factors 
into land, labour and capital.? With a given population and land 
area, @ rise in total output in any economy can come about only 
in two principal ways: first, an increase in the total capital 
available for productive purposes, and/or second, an improved 


1943, p. 191. ‘‘ The movement of machinery and capital towards labour, instead 
of moving labour towards capital, is the process of industrialisation, which, 
together with agrarian improvement, is the most important aspect of the economic 
development of the depressed areas.”” P. N. Rosenstein-Rodan, “ The Inter- 
national Development of Economically Backward Areas,’’ International Affairs, 
April 1944, p., 161. (Here the author emphasised this solution because he sees 
no prospect of solving the problem of low-income areas by means of migration 
to high-income areas.) Notice, however, that if the emphasis is simply upon 
real capital resources per head of population, then the increased capital invest- 
ment could theoretically occur in the primary industries. In fact in some coun- 
tries this might well be the most promising means of raising consumption. 

1 Colin Clark and others would use this designation and classify production 
into primary, secondary and tertiary. As industrialisation proceeded Clark 
would use as a measure the increasing proportions of the working population in 
secondary and tertiary production. In Conditions of Economic Progress (p. 182) 
he writes concerning the classification, ‘‘ For convenience in international com- 
parisons production may be defined as primary, secondary, and tertiary. Under 
the former we include agricultural and pastoral production, fishing, forestry’ and 
hunting. Mining is more properly included with secondary production, covering 
manufacture, building construction and public works, gas and electricity supply. 
Tertiary production is defined by difference as consisting of all other economic 
activities, the principals of which are distribution, transport, public administra- 
tion, domestic service and all other activities producing a non-material output.” 

* Perhaps Hilgerdt’s description is as useful as any, ‘“. . . the industrialisation 
process is not confined to the establishment of a manufacturing industry, but 
involves a change in the whole economic structure of the country concerned. 
This change may be briefly characterised as implying an extended division of 
labour complemented by a system of distribution and exchange of goods function- 
ing in a developed ‘money economy’.” Industrialisation and Foreign Trade, 
p- 30. 

* This is a crude tri-partite classification of course which has often been 
extended. Recently Professor J. J. Spengler has suggested that, “‘ The complex 
of productive factors used jointly with labour may be divided roughly into five 
categories : (1) land, measured in terms of area and viewed as a situs for habita- 
tion and for agricultural and other productive activities; (2) non-depletable 
natural resources whose supply is essentially fixed; (3) depleteable and non- 
replaceable natural resources; (4) natural resources which are replaceable and 
whose supply is augmentable; and (5) equipment—i.e., machinery, buildings, 
etc.””—* Population and Por Capita Income,” Annals of the American Academy of 
Political and Social Science, January 1945, p. 183. The virtues of such a classi- 
fication for economic development schemes are obvious. 
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utilization of existing land, labour and equipment. In other words, 
if population and land area are a datum, greater output is only 
to be had through having more capital or through using all the 
factors of production more efficiently (improved technology).} 
For any given region, of course, both methods would probably 
be employed. 


Capital Accumulation 


Capital accumulation for increased output in low-income 
areas is a two-sided process. On the one hand, the population 
as @ whole must consume less than the whole annual product. 
On the other hand, the savings made must be directed into 
productive capital formation. Even in some very poor countries 
savings are more than negligible (as an aggregate), but they either 
stand idle as hoards or move into unproductive capital formation. 
In the Balkans, for example, the hoarding of currency notes is 
said to be perhaps as much as 25% of the total circulation. 
Gold coins and foreign currency are also hoarded.? Similar 
hoarding habits have also gone on for generations in the Orient. 
But such hoarding means that what is saved is not made available 
for industrial equipment or for agricultural improvements. 
Real capital accumulation—in the sense that the whole annual 
output is not currently consumed each year—has not been entirely 
lacking even in the very low-income areas. Yet there has been 
little resulting gain in productive efficiency because the capital 
accumulation has taken the form of religious monuments, ancestral 
veneration, elaborate places of worship, and the like. Instead 
of acquiring more railroads, the population had rejoiced in 
better temples. Also such practices are apparently deeply rooted 
in the social, religious and moral values of the civilisation. They 
are not likely to disappear with a guarantee of bank deposits 
and the lure of 6%. 

Transportation, communication and marketing facilities are 
perhaps the most productive form that real capital formation 
can initially assume in the low-income areas. Historically the 
impetus here has usually come from external trade. The fre- 
quently enormous spread between prices in the interior and prices 
in world markets has stimulated the construction of railways, 


1 Improved technology may depend either upon inventions, ¢.g., the de- 
velopment of new industrial processes, new species or breeds, etc., or the application 
in the low-income area of techniques and processes that are already being used 
elsewhere. In most poverty areas economic development would consist to a high 
degree in borrowing from abroad long familiar processes and techniques. 

* P.E.P., Economic Development in S.E. Europe, London, 1945, pp. 114-15. 
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telegraphs, storage warehouses and similar equipment. Im- 
proved facilities of this kind tend to push out the “ village 
economy ” as the market widens in area and variety.1 Without 
transport facilities local production can supply only local needs. 
Industrialisation has no scope for development. Even local 
agriculture and the exploitation of local natural resources are 
restricted or precluded altogether. The country remains economic- 
ally primitive. Incomes are at a subsistence level. 

Although improved communications may be initially stimulated 
by foreign trade opportunities, the growth of towns and markets 
tends to force capital accumulation for domestic industry and com- 
merce. More people come to be employed in supplying the needs 
of the urban areas for food, clothing, services, etc. The initial 
impulse may have come from export markets made possible from 
improved transportation. But local needs require some local 
industry. Aggregate output and per capita incomes tend to 
increase. 

Thus transport and communication facilities are perhaps the 
most important type of real capital formation for a country 
intent upon industrialisation and improved living standards. 
Beyond this, general discussion cannot move far because the types 
of industry that can be most productively developed through 
capital investment will depend largely on the natural resources 
and the aptitudes of the people in the particular area. Textile 
production, at least the cheaper varieties, seems to be feasible 
nearly everywhere. Leather handicrafts and simple food and 
raw-material processing are also developed rather easily it 
seems. 

Now, while transportation is indispensable to greater industrial- 
isation and better living, transportation is also a highly “‘ capital- 
intensive” industry. That is, railways, roads, river develop- 
ments and airports require a heavy capital investment in relation 
to their annual income. They are therefore a heavy draft on 
the limited annual savings of low-income countries. For many 
low-income countries this initial major barrier has never been 
surmounted. Local savings have been insufficient to develop 
transport. and communications, foreign investment was not 
obtained, with the result that the country has remained un- 


1 Cf. “‘ Particularly in the tropics, railways and other means of communication 
have been essential for the establishment of order and of social and humanitarian 
reform, and upon them depends the ability to supply foodstuffs when famine 
threatens owing to failure of crops in some area. Everywhere they have played 
an important part in economic progress.” Industrialisation and Foreign Trade, 
p. 31. 
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developed.1_ Whether these obstacles can be surmounted in the 
future through the International Bank for Reconstruction and 
Development, the Export-Import Bank or some other agency, 
remains to be seen. Certainly the difficulty is real enough.” 


Labour Skills 


Increased industrialisation in low-income areas is certain to 
require greatly increased numbers of skilled workers. The need 
is not alone for artisans and machine-tenders. Supervisory 
personnel, technicians and managers are equally indispensable. 
If the industrialisation proceeds slowly—.e., over several genera- 
tions—perhaps no serious difficulties will arise because labour 
supply can more easily keep pace with the slowly increasing de- 
mand. But a forced draft industrialisation, such as many 
countries seemingly contemplate, will encounter genuine checks 
to output from mounting shortages of skilled labour. An 
agricultural population cannot acquire technical proficiency 
in industrial techniques overnight. In a measure the process is 
organic, and can evolve only gradually despite the best efforts. 
In the U.S.S.R.—the only rapid industrialisation achieved in 
recent times—skilled labour shortages were a perennial limitation 
to output despite strenuous training programmes. In 1929 
more than 40% of those holding posts requiring technical training 
were said to be without such training.® 


1 An added difficulty is that a railroad is typically useless unless long enough 
to cover some distance. One cannot build a railroad for just a mile or two. It 
must extend between two points of some economic importance or potentiality 
and these are usually more than a few miles apart. Hence any useful railroad 
construction will typically require a large capital outlay. Piecemeal construction 
is valueless. 

2 We feel constrained to point out that railway developments have not been 
highly profitable undertakings for foreign capital in the past. Much of the 
American railway system that was initially financed by foreign lenders went 
through bankruptcy and reorganisation in which the foreign bondholders were 
wiped out. The Latin-American railways have had a similar history. Perhaps 
railway development is the prime example of capital investment which is beneficial 
to the country as a whole, but which only rarely yields much net return to the 
private investors who finance it. Certainly the Urted States or Canada or 
Argentina gained from foreign borrowing to construct the railways. Probably 
Great Britain also gained. But the individual British investors who helped to 
finance such developments probably ended up, as a group, on the loss side of the 
ledger. 

* Alexander Baykov, The Development of the Soviet Economic System, Cam- 
bridge, England, 1946, pp. 217, 161. The universities in the U.S.S.R. are said 
to have trained 170,000 specialists during the first five-year plan and 369,000 
during the second five-year plan. In the same intervals the technical schools 
trained 291,000 and 623,000 respectively. Since, at the end of the first five- 
years (1932) there were some 22 million workers and employees in industry 
it means that the half-million (461,000) specialists and technical school graduates 
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A proper labour-training programme—including literacy, 
technical skills, managerial skills, engineering, etc.—represents 
a long-term investment by the State for better incomes. But 
its magnitude, and above all its importance, should not be glossed 
over in any scheme for rapid industrialisation to achieve better 
living standards. 


Labour Mobility 

A non-static industrial society, in its initial and later stages 
alike, must maintain fluidity of its working population. Internal 
migrations from one area to another and from one occupation 
to another have to be reasonably free. An industrial society, 
at least all those of which we have knowledge, are societies in 
which the relative importance of different industries and different 
regions in the structure of production are not unchanging over the 
years. 

Many low-income areas for which industrialisation programmes 
have been proposed, however, are characterised by social and 
religious institutions that strongly inhibit labour mobility. The 
key position of the family in Moslem countries, for example, tends 
to preclude migrations except by whole family groups.1 The 
caste system in India similarly bars geographic and occupational 
migrations. Occidentals are apt to overlook such difficulties 
in the way of effective industrialization in the Orient because 
Western society is now largely free from such barriers.2, But as 
Professor Notestein has emphasised, 


High evaluations are placed on the perpetuation of the family, clan 
or other group, but low evaluations on the individual and his welfare. 





trained during the first five-year plan were less than 3% of those employed 
in industry. This is a tiny fraction for a country that prior to 1928 was chiefly 
agricultural. Ibid., p. 353. 

1 Cf. ‘‘ Many children, particularly many sons, afford something of an old-age 
security policy. It will be easier to live in comfort if many are contributing. 
Because of this attitude, perhaps, it is difficult to persuade Egyptians to migrate. 
The elders do not want the young to leave home. In consequence, such migra- 
tion as there is, is largely by families as units.” W. Wendell Cleland, ‘‘ A Popula- 
tion Plan for Egypt ” in Milbank Memorial Fund, Demographic Studies of Selected 
Areas of Rapid Growth, New York, 1944, p. 132. 

2 “Many Indians would like to see India an independent nation, but not at 
the expense of their religion. Many would like to see India a wealthier nation, 
but not at the expense of their own relative wealth. Many would like to see 
India an educated nation, but not if it includes the lower castes. . . . Many 
would like to enjoy the privilege of climbing socially, but not by the extension 
of that privilege to persons beneath themselves.” Kingsley Davis, ‘‘ Demographic 
Fact and Policy in India,” in ibid., p. 52. 

% Frank W. Notestein, “‘ Problems of Policy int Relation to Areas of Heavy 
Population Pressure,” ibid., pp. 145-6. 
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These values are deeply imbedded and rigidly enforced by social 
sanctions. Even under the impact of a rapidly shifting environment, 
they change only gradually. 


Land tenure systems, impossible tax arrangements, and “ other- 
worldly ” religious tenets similarly operate to restrict the kind of 
occupational mobility industrial development requires. These 
are complex topics which can only be mentioned here in passing. 
But they suggest that industrialisation is more than providing 
warehouses or factory buildings for low-income farmers. 


The Population Problem 


Among the low-income agricultural areas for which industrialisa- 
tion and economic development programmes have been proposed 
as @ means to improved welfare a surprising number face the 
“population problem” in acute form. Specifically, Egypt, 
India, China, Korea, Formosa, Java, large sections of the Caribbean 
area, much of the Philippines, and parts of the Balkans, all these 
face the threat of having the gains in total output chiefly swallowed 
up by greater numbers. Another 400 million Indians at about 
the same standard of living is scarcely a significant net gain 
from any point of view. 

Between 1921 and 1941 India’s population increased by 
83 million,? or, in other words, an increase in absolute numbers 
amounting to 62% of the total population of the United States 
(132 million) at the latter date. But India has not had an 
outstandingly large rate of increase in comparison with other 
areas. The Egyptian population at 16-6 million (1939) is said to 
have doubled since 1882.3 India, with an annual growth rate 
of 1-21% between 1921 and 1941, lagged far behind the Nether- 
lands Indies’ rate of 2-08 between 1920 and 1930 (where the 
population in 1930 was already 60-7 million) and 2-20 in the 
Philippines between 1918 and 1939, where the population in 1939 
was estimated at 16 million. One careful student suggests that, 


1 Cf., Notestein, loc. cit., Professor J. J. Spengler has written, “‘ The population 
of the world falls, Thompson finds, into three groups: I, comprising 21%, have 
natality and mortality under control; II, comprising 21%, is bringing natality 
and mortality under control,; III comprising 58%, has neither mortality nor 
natality under ‘reasonably secure control.’ In 1925-34, C. Clark’s studies 
suggest, group I received about 58% of the world’s income; II, about 24%; 
III, something like 18%.”” Op. cit., p. 191. 

* Kingsley Davis, loc. cit., p. 39. 

* Clyde V. Kiser, “‘ The Demographic Position of Egypt,” in Demographie 
Studies of Selected Areas of Rapid Growth, New York, 1944, p. 99. 

* Frank W. Notestein, loc. cit., p. 142. 
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of a probable total world population of 3-3 billion people in the 
year 2000, perhaps 2 billion will be in Asia." 

The primary reason for population growth in the low-income 
areas is, of course, that improvements in aggregate output cut 
mortality rates. The birth rates are already high. Greater 
output from improved facilities and organisation work chiefly 
in the direction of reducing mortality rather than increasing 
birth rates. Moreover, improved mortality rates, which by defini- 
tion means that those who are born survive for a longer interval, 
implies that more persons survive through the “ productive ”’ 
years, with the result that the initial growth in the population 
(from improved mortality rates) tends to be cumulative for a 
time. This tendency will be the stronger, moreover, if (as fre- 
quently occurs) the improvement in mortality rates is most marked 
at the lower age groups of infancy and childhood. With given 
assumptions along these lines demographers can show, for any 
country for which the pertinent data are available, at what total 
figure the population will reach an “ equilibrium.” ? 

An appreciable and enduring improvement in living standards 
in the already densely populated areas—India, Java, Formosa, 
Korea, China, Egypt, and the Carribbean—depends on a rise in 
total output accompanied by a drop in birth rates. But in most 
of these areas—despite some industrialisation, public health 
measures and urbanisation—birth rates have held close to the 
biological maximum. The indigenous social and_ political 
mores have not yet given way to newer beliefs which would cut 
the birth rate. As Professor Kingsley Davis has written, after 
having just pointed out the various steps successfully taken in 
India to reduce famine and epidemic, 

But the gain has not depended on a great change in the texture of 

Indian life, and hence does not have any such change to rely on in the 

future. The local village still remains about as unsanitary as ever, 

the public apathy to health measures about as complete as ever, and 

the poverty almost as abject as ever. . . 

To the extent that additional control of mortality is achieved 
without altering the fundamental conditions of Indian life, and without 
therefore greatly affecting fertility, the gap between births and deaths 
will continue to widen and the SS growth to accelerate. 


This will tend to create an unstable demographic situation, because 
if the external and somewhat artificial support of the reduced mor- 


1 Frank W. Notestein, “‘ Population—The Long View,’’ in Theodore W. 
Schultz (ed.) Food for the World, Chicago, 1945, p. 57. 

2 Cf., for example, John Lindberg, “ Food Supply under a Programme of 
Freedom from Want, Social Research, May 1945, pp. 189-95 and Frank W. 
Notestein et al., The Future Population of Europe and the Soviet Union, League of 
Nations, 1944, II, A. 2, Geneva, 1944. 

3 Op. cit., pp. 47-48. 
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tality should be withdrawn, there will be a larger population to be 

affected by a suddenly increased death rate. 

These sentences would apply with equal force to American 
efforts in Puerto Rico. 

The very fact that mortality rates have fallen in the low-income 
areas over the past half-century is, of course, itself evidence of 
somewhat improved average standards of living. For no one 
would deny that an improvement in life expectancy is a net 
accretion to welfare. But the failure of birth rates to diminish 
has meant that the gain in per capita living standards has been 
far below what it might have been without the population growth, 
and much less than proportionate to the rise in total output. 

Whether for most of these areas a full-scale industrialisation 
and economic development programme—something far more 
amibtious than has ever been attempted in the past—would give 
a sufficiently sudden lift to per capita output to maintain itself 
by checking birth rates no one can say with certainty. The 
possibility unquestionably exists. The Western European 
countries passed through the fire in this manner. The Japanese 
case seems to be still an open question.1 The prospects in 
South-eastern Europe and Latin America perhaps are more 
promising. But as a fraction of the low-income peoples in the 
world as a whole these regions do not bulk large. 

We dislike to end this sketch of the industrialisation problem 
on a pessimistic note. But until the population problem of the 
low-income areas is faced squarely in all its complexities, much 
of the other discussion of improved living through industrialisation 
and economic development seems somewhat beside the point. 

The object and purpose of the foregoing analysis is not to leave 
the conclusion that ‘“‘ nothing can be done”’ for the low-income 
areas. Rather our intent has been to stress that industrialisation 
for higher incomes and economic development for better living 
are complicated undertakings involving something more than the 
generous provision of loan capital from the wealthier countries. 
With the exception of Russia, which is a unique case from more 

1 Cf., ‘‘ The dynamics of fertility decline in Japan during the three-quarters 
of a century since the opening to the West offer little basis for optimism with 
reference to the possibilities of an early cessation to population growth in the 
overcrowded regions in Asia. It is true that fertility declined in Japan, but in 
1935 fertility even in the large cities was very high in relation to that in the West. 
Fertility in rural areas and the small towns has declined only slightly except as 
the increasing age of marriage and the decreasing prevalence of informal marriages 
had decreased the fertility of younger women.” Irene B. Tauber and Edwin G. 


Beal, “‘ The Dynamics of Population in Japan,” Demographic Studies of Selected 
Areas of Rapid Growth, New York, 1944, p. 34. 
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than one point of view, industrial development in the past has 
been slowly attained over four or five decades.1 An interval 
of several generations allows the process to assume an organic 
integration in its several parts which is not so easily achieved when 
the programme calls for moving ahead under forced draft at a 
rapid rate. Yet, especially in the low-income areas, where there 
is already a population problem, a quick forward advance seems 
to be the most promising approach towards higher real incomes. 
A more gradual assault on poverty income levels is likely to be 
repulsed by the tide of rising numbers. One would like to bask 
in the warm comfort of easy assurances that some writers have 
imparted to the whole problem of the industrialisation of under- 
developed areas if only capital is forthcoming from the richer 
countries. But although foreign assistance can play a role, it is not 
a “ universal passport ’’ to higher income levels. 


4. ForEIGN BorROWING AND BETTER Livinc: THE 
CONTRIBUTION OF FOREIGN CAPITAL 


Persons who discuss these matters in general terms occasiona- 
ally leave their audiences with the conclusion that, because im- 
proved output in low-income countries depends (partly) on having 
more capital, and since the poor countries (by definition) have 
little capital, the difficulty can be solved only by capital imports 
from abroad. The wealthier countries must provide the capital 
for the poorer countries if their incomes are to be bettered. Yet 
the process seems to bear only a superficial resemblance to such 
views. Foreign borrowing can assist or speed industrialisation 
in low-income areas. But its réle is not all important and in 
some performances—e.g., as in Russia—might be omitted from the 
programme altogether. 

According to one careful estimate the 8-5 million wage-earners 
in American manufacturing industry in 1937 worked with $21-2 
billion of capital assets other than land, or an average of $2,474 


1 The industrialisation of Japan might seem to be an exception also. But 
Japanese industrialisation seems to have extended over a somewhat longer 
period than is commonly supposed—say from 1890-1930. Hilgerdt’s index of 
manufacturing for Japan (1913 = 100) rose from 15 in 1891-95 to 93-1 in 1911-13 
to 294-8 in 1930 and to 528-9 in 1936-38. Even in the 1936-38 period, Japan 
could claim only 3-5% of the world total. See Industrialisation and Foreign 
Trade, pp. 130, 134, 13. See also Robert W. Tufts’ Appendix to Ch. IV of Eugene 
Staley, World Economic Development, Montreal, 1944. As Tufts has well said, 
““The process of industrialisation is a time-consuming process, involving much 
more than the supply of capital goods. It seems unlikely that eastern Asia will 
be able to industrialise much faster than Japan did.” Loc. cit., p. 11. 
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per wage-earner.! Also in 1937 the total population of the 
continental United States was estimated at 128-8 million persons. 
Consequently the investment in capital assets other than land in 
manufacturing per head in the United States was $164. Now to 
add to the capital investment in manufacturing in India with its 
400 million persons an amount of $20 per head (and assuming 
no growth in population to occur in the process) would require 
an investment of $8 billion. An increment of this amount, of 
course, would leave India still far behind the United States in 
capital equipment in manufacturing. Furthermore, without 
similar investments in transportation, warehouses, distribution 
facilities,? etc., the investment in manufacturing would be of 
limited usefulness. The sheer magnitude of the capital sums 
required show that only a small fraction of the investment re- 
quired for industrialisation can come from abroad under any 
reasonable assumptions. 

A more important reason why only a small fraction of the total 
investment necessary for industrialisation can come from abroad 
is to be found in the nature of the real capital needed. Any 
industrialised country has a high proportion of its total productive 
capital in the form of buildings, railway roadbed, highways, 
harbour developments, sewage systems, river developments 
and the like, which by their very nature cannot be “ imported ”’ 
in any diréct sense. They have to be fabricated on the spot by 
local labour using local materials. Except for the rails and cross- 
ties, a railway line from the seacoast to the interior in an under- 
developed country cannot be imported; it has to be constructed 
locally. Any assistance from abroad must be indirect in projects 
of this sort. And a very large proportion of the capital goods 
needed for industrialisation are of this type.‘ 

The comprehensive industrialisation of an under-developed 
country will encounter special import needs and balance of pay- 
ments difficulties, and so a need for foreign loans unless unusual 
precautions are taken. The reasons are chiefly three. 


1 Solomon Fabricant, Employment in Manufacturing, 1899-1939, New York, 
1942, p. 257. 

* In 1937 the investment in steam railroads in the United States is reported 
(Statistical Abstract of the United States, 1943, p. 457) at $25-6 billion or something 
less than $200 per head of population. This figure is probably an over-statement 
but is sufficient for illustrative purposes. 

* As Tufts has remarked in his analysis of the Japanese case (loc. cit., p. 7), 
“Most of the capital goods required in the industrialisation of Japan were 
produced domestically.” 

‘ The author has dealt with the problems of this section at greater length 
elsewhere, Buchanan, International Investment and Domestic Welfare, New York, 
1945, especially Chapters 2, 5, 6. 
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First, the actual industrialisation itself will mean that more 
machinery and supplies will have to be imported than before. 
In the early stages construction machinery and building supplies 
may be the chief items. Later perhaps textile machinery, 
electrical machinery, railroad rolling-stock and industrial raw 
materials will be more typical. All in all the industrialisation 
will usually be impossible without increased imports of various 
products that cannot be had in the home market. Imports will 
be directly stimulated by the industrialisation programme. 

Second, the industrialisation programme, involving as it does 
a large increase in total investment outlays in the country con- 
cerned, will generate an increased demand for imports simply 
because aggregate money income will be rising. The new de- 
velopments cannot proceed without investment expenditures, 
the investment expenditures inevitably increase money incomes, 
and without restriction part of the larger money incomes will be 
spent by the recipients for foreign-made goods. Goods formerly 
imported (simple manufactures, etc.) will be imported in greater 
volume and new items will enter the list. Hence there will be an 
induced rise in imports if steps are not taken to prevent it. The 
appropriate measures would be higher-income taxes, import 
prohibitions or higher duties, and perhaps also increased excise 
taxes on domestic and foreign “ luxury ” goods alike.? 

Third, the industrialisation of the country will also work in the 
direction of reducing exports below their earlier level, at least in 
its earlier stages. More domestically produced raw materials, 
including foods, will be consumed at home rather than sent abroad. 
Labour will probably be drawn away from some of the former 
export industries to work ‘on the newer projects that are the essence 
of the industrialisation process. One cannot be altogether certain 
in these matters, but exports will probably tend to decline with 
industrialisation. 

1 In some areas higher income taxes may not be possible for the masses of the 
people because the economy is not sufficiently developed to allow personal income 
taxes to be used. Income taxes presuppose a fairly high development of the 
techniques of record keeping. In this case sales taxes or turnover taxes would 
presumably have to be used despite their inequities in burden. Higher import 
duties simply prevent people from spending their (now) higher incomes on 
foreign-made goods by making them more expensive. But it is also desirable to 
prevent economic resources at home from being drawn into the production of 
luxury goods because this means that fewer resources are available for pushing 
the industrialisation programme. Hence heavy excise taxes on luxury goods 
may be necessary to prevent their manufacture and consumption. A system of 
priorities for labour and materials, with luxury goods getting a very low rating, 


would be an alternative control technique. But only passing reference to these 
administrative problems is appropriate here. 
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But falling exports in conjunction with rising imports auto- 
matically make for a shortage of foreign exchange which the 
industrialising country will have to overcome. Exchange control 
is one possibility : the Government simply rations scarce foreign 
exchange amongst the many claimants. From an international 
point of view exchange control is not a happy solution for obvious 
reasons. A foreign loan, or a stream of foreign loans, is an 
alternative and in most instances a superior solution. The 
industrialisation process itself tends to create a scarcity of foreign 
exchange. Foreign borrowing increases the supply of foreign 
exchange, and so overcomes the scarcity. 

A moment’s thought will show that the amount of foreign 
borrowing for a particular industrialisation undertaking is not any 
precisely definable sum which can be set down in advance. It will 
depend, first, upon the possibilities for pushing exports and check- 
ing imports in the industrialising country, and so providing the 
needed foreign exchange without recourse to borrowing. Wide 
differences between countries, in this respect, will unquestionably 
prevail. In some cases the industrialisation process will mean 
the extensive development of export industries. But this will 
not be possible at once, with the result that for a time foreign 
borrowing will be nearly unavoidable if the development is to 
proceed. In other cases the emphasis may be strongly upon 
avoiding imports from abroad altogether: even machinery that 
could be had from abroad more cheaply may not be imported; 
but instead orders will be placed at home in order to develop a 
machinery industry within the country. With such widely varying 
possibilities one can scarcely generalise on the amount of 
“necessary ”’ foreign borrowing. 

The amount of foreign borrowing needed to assist industrialisa- 
tion will depend secondly, however, on how drastically the country 
is willing to cut current consumption to speed capital formation 
and on how rapidly the country is determined to carry through its 
plans. In general, the greater the restriction of current 
consumption the less the need for foreign borrowing, and con- 
versely, of course. On the other hand, the greater the speed 
required the greater the need for foreign borrowing. And again 
conversely. 

If the country is willing to cut consumption out of current 
output to very low levels so that capital formation can proceed 
apace, then foreign borrowing may even be avoided altogether. 
The U.S.S.R. industrialised virtually without foreign loans 
except for some medium-term commercial credits. But this 
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entailed keeping the output of consumers’ goods at exceedingly 
low levels, and even exporting grain to pay for needed imports, 
despite the fact that some people were even starving at home. 
This will be precisely the difficulty in some low-income areas of 
to-day. The level of consumption is so exceedingly low that any 
reduction will force starvation, or at least great hardship, upon 
many millions. Yet without an increase in domestic savings 
not much real capital formation can occur. All the same, produc- 
tive capital formation means cutting consumption or diverting 
resources from non-productive capital formation. But there 
is a limit here, and foreign borrowing may ease the burden by 
allowing consumption to be maintained at a satisfactory level 
through greater imports while productive capital formation 
proceeds. 

Clearly the pace set for attaining an industrial status will 
modify or aggravate the foregoing. A five-year programme or a 
ten-year programme will require more outside assistance per year 
to supplement domestic consumption than one extending over a 
quarter century.! A very poor country that endeavoured to 
industrialise at a very rapid rate would have to borrow enormous 
sums abroad or allow many of its people to die of starvation. 

Thus the question of how much foreign borrowing is ‘‘ neces- 
sary ’’ to assist in the industrialisation of economically backward 
areas has no easy answer. External factors set the technical 
possibilities, but the ability and, above all, the willingness of 
people to put themselves on short rations will fix the practicable 
answer. 

Thus the road from lower to higher per capita incomes via in- 
dustrialisation has its obstacles. The nineteenth-century sequence 
will probably not be repeated. The State rather than the drive 
of private enterprise in pursuit of profits will determine the major 
features of industrial development in the (now) low-income areas. 
Domestic savings and investment, labour training and mobility, 
imports and exports, foreign borrowing and home finance will be 
guided by the visible hand of the State in the quest for higher 
incomes through industrialisation. Whether in the densely 
populated areas natality can be sufficiently held in check to permit 


1 We use the phase “‘ to supplement domestic consumption ”’ to cover all three 
difficulties (discussed above pp. 549-51) tending to create a shortage of foreign 
exchange. For, necessary imports can be paid for out of current exports by 
cutting home consumption ; if exports, instead of being allowed to fall as industrial- 
isation proceeds, are in fact maintained this means a reduction in domestic 
consumption too. Foreign borrowing, therefore, is an alternative to a reduction 
in home consumpticn. 
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a substantial and sustained gain in real incomes per capita cannot 
now be proven or disproven. Certainly the attempt to push 
industrialisation has a powerful drive from several sides. And 
since real capital investment has the character it does, much of the 
investment undertaken will remain beyond any population 
crisis that may develop. In other words, the resulting capital 
goods and equipment will not be wiped out even though several 
millions should die of starvation either through miscalculation 
or too hurried a pace in the industrialisation programme. The 
next attempt thus will start from a higher plane. Consequently 
from a long-term point of view even an industrialisation programme 
that misfires is likely to have lasting benefits. But such a false 
start is only a possibility, not a forecast. 
Norman 8. BucHanan 
University of California, 
Berkeley. 











ECONOMIC MODELS WITH SPECIAL REFERENCE TO 
MR. KALDOR’S SYSTEM 


I. INTRODUCTION 


THE discussion in quantitative terms of problems of general 
economic policy, such as a policy for full employment which is 
occupying so many minds at the present time, requires a know- 
ledge of the interaction of transactions throughout the economic 
system, and so brings into practical importance a certain type of 
economic model or representation. It would, we think, be 
generally agreed that the fundamental condition for success in 
maintaining “full” employment is that expenditure for current 
goods or additions to stocks of equipmen* and works of all 
kinds must equal the value of the output of the factors of pro- 
duction when they are “fully” employed. One may assent to 
this proposition without necessarily believing that this condition 
can be satisfied in practice by a policy which takes account only 
of aggregates and ignores the special problems of individual 
industries and areas. . 

Given a definition of ‘ full ’” employment and a level of prices 
and rates of remuneration, it is possible to calculate a potential 
national product defined as the value which would be produced 
by all the factors of production at this level of employment and 
prices, etc. On the assumption that the current level of prices, 
etc., is chosen, the difference between the potential product and 
the current product will represent, as a first approximation, the 
additional expenditure required to achieve full employment. 
There are many different forms which this additional expenditure 
may take, but in framing a policy account must be taken of the 
reactions which will be made by other parts of the economy to 
any change that is made. For example, if net capital formation 
is increased without a fall taking place in some other form of 
expenditure, the increase in incomes so generated will lead to a 
rise in consumption. The precise amount of this rise will depend 
on the reaction of the community to a rise in its income, and is 
summed up in the propensity to consume relation. It can only 
be determined by observation. 

The remaining sections of this paper are three in number. 
Section II deals briefly with the nature and use of economic 
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models. Section III sets out in symbolic terms the model which 
appears to underlie Mr. Kaldor’s interesting and important treat- 
ment of the post-war employment problem in this country.} 
In this section we confine ourselves to the character of the model 
and the process of reasoning that leads to the numerical solutions 
reached by Mr. Kaldor. We are not concerned at all with the 
validity of the assumptions which lead to the assumed fixed 
values of some of the variates, such as the potential national 
product. Finally, in the last section we consider some of the 
main problems, economic and statistical, arising out of the 
construction and use of models which seem to require further 
research. 


II. THz Nature AnD UssE or Economic MopELs 


An economic model is a closed symbolic representation of the 
interaction of certain economic phenomena. A certain number 
of variates, say n, are selected for study (the unknowns), and 
these are connected by an equal number of independent relation- 
ships (the basic equations). It is not essential that the model 
should cover the whole of an economic system (such as the 
interrelated world economy), but, if it does not, it represents a 
system of “ inside ”’ relationships which are subject to disturbance 
by variations from outside. Thus we may consider only one open 
economy, and take as given the factors in the rest of the world 
which operate on that country’s balance of payments. Or we 
may restrict the scope of the model still further, and interest our- 
selves in only a part of one economy, treating the remainder as 
outside influences which are given. In the example of the next 
section Mr. Kaldor is mainly interested in methods of securing 
full employment by fiscal measures and therefore treats many 
factors, such, for example, as capital formation, as outside that 
part of the economic system which his model is intended to 
represent. 

But apart from restricting the extent of the model, it is also 
possible to restrict the degree to which any area selected is covered. 
Thus, in estimating the propensity to consume relation, we 
should probably be content to explain the major part of the 
variance of consumers’ expenditure and to regard the many 
small factors that account for the remaining part of the variance 
as outside the system. The extent to which a model may be 
restricted and the degree to which it may be simplified depend 

1 See Appendix C of Sir William Beveridge’s Full Employment in a Free 
Society (1944), pp. 344-401. 
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on the purposes for which it is to be used. A model which is 
perfectly satisfactory for some purposes may be quite useless for 
others which involve the same variates. 

It is worth noting that the concepts and relationships chosen 
for the construction of a model are not given by nature, but are 
largely the invention of the investigator and depend on the way 
in which he thinks it profitable to represent experience. The 
most appropriate choice of variates and relationships with which 
to represent a variable system may only be invented after centuries 
of investigation, throughout which representations that from the 
“final ’’ point of view seem unnecessarily clumsy succeed in 
*“‘ saving the phenomena.” 1 It even appears to be possible for 
distinct and seemingly incompatible representations to provide, 
within limits, a satisfactory account of observation. Indeed, 
some writers maintain that in principle any set of observations 
can be explained in an indefinitely large number of ways. It is 
largely an illusion based on taking existing concepts and theories 
for granted that enables us to talk as if variates and relationships 
exist in nature and are not simply one of many ways by means 
of which observations can be represented. 

Not much will be said here about the variates that enter into 
economic models. In the example of the next section they are 
composed of transactions (receipts and payments) expressed in 
money terms and rates of taxation. For other purposes it may 
be necessary to introduce quantities of goods and services bought 
or sold, prices and interest rates, stocks of all kinds, and indeed 
any other variate, whether economic or not, which is closely 
associated with the subject-matter of the inquiry. 

More must be said on the nature of the relationships that 
are used in the model. These may take the form of (I) definitions, 
(II) institutional or behaviouristic equations, and (III) assump- 
tions. The last category may be further subdivided into (i) values 
ascribed to variates which enter the model but whose laws of 
variation do not form part of the model, and (ii) equilibrium 
conditions, for example that the budget deficit is zero, intro- 
duced in order to limit, either by hypothesis or with a view to 
intended policy, the field of variation of the model. Let us 
consider these different forms of relationship in greater detail. 

First, the freedom of a set of variates to vary independently 
may be restricted by the fact that some of the variates (such as 
the elements of personal outlay) are so defined as to add up to 
another set of variates (the elements of personal income). All 
1 See Factor Analysis (1941), by Holzinger and Harman, p. 7. 
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the definitions of the example in the next section are either of 
this form, depending essentially on the balancing property of 
individual accounts, or simply state, for example, that total 
saving is equal to the sum of the saving out of different types of 
income. In other cases different forms of definition will arise, 
such as the obvious one that for any commodity the value bought 
(or sold) is equal to the quantity bought multiplied by the price. 

These relationships are nothing more than the definitions 
introduced by the investigator as a result of the concepts with 
which he works. They are largely independent of the economic 
system which is being studied, and contain no adjustable para- 
meters. They may be linear, as in the present case, or non-linear, 
as in the last example given above.! 

The second type of relationship is quite different, and repre- 
sents some aspect of the economic system studied. While it will 
be formulated as an hypothesis, and theory will suggest its general 
character, observations are capable of rejecting the hypothesis 
and, if it is not rejected, are needed to provide information on the 
numerical value of the adjustable parameters that enter into it. 
An example is the propensity to consume relation. This is a 
statement of the hypothesis that consumption depends on in- 
come. But in fact consumption, even for a whole community, 
may depend on other factors which are in principle independent 
of income, and even if it does not, may vary either a lot or a little 
with a given variation in income. Relationships of this kind 
involve adjustable parameters, and depend on observation for 
their validation. 

The third type of relationship is essentially a condition 
imposed by the investigator. Its purpose may be either to assign 
@ value to a variate which enters into a model but is not deter- 
mined by it, or it may be to see what would happen if the model 
were to operate subject to certain constraints which for policy 
reasons it is desired to impose on the system of which the model 
is a representation. We shall meet both types of condition in 
the next section. 

A distinction must be drawn between static and dynamic 
models. A static model is capable only of giving one value to 
each variate unless some of the conditions are changed from 
outside. A dynamic model, on the other hand, shows the way in 
which a situation will develop if the model is allowed to work 
without interference from outside. Models of the latter kind 


1 Non-linear relationships may frequently be closely approximated by a 
linear form. See, for example, Statistical Testing of Business Cycle Theories, 
Vol. II (1939), by J. Tinbergen, p. 30. 
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have been studied in economics by Frisch,! Tinbergen ? and others,® 
and are useful in principle for discovering the quantitative effects 
of different lines of policy when they are allowed to develop, and 
in finding out how far a proposed line of policy will lead eventually 
to a steady-state position. The model of the next section is 
static, the numerical values attached to some of its variates 
being treated as independent of the changes that take place in 
others. 


III. Mr. Katpor’s MopEt 


This section is devoted to an exposition and discussion of the 
model which appears to underlie Mr. Kaldor’s work cited above. 
Its object is twofold. First it seems useful to set out in a precise 
way the basis of Mr. Kaldor’s valuable contribution to statistical 
economics, with the objects of understanding it more clearly, of 
being in a position to criticise it constructively and of seeing 
what alterations are needed if slightly different problems are to 
be solved. Second, it is the belief of the writers that models of 
this kind are about to assume considerable practical importance, 
since a statistical as opposed to an intuitive approach to economic 
problems must inevitably make use of this kind of analysis. It is 
therefore important that the many technical problems, economic 
and statistical, should be fully discussed. Mr. Kaldor’s work 
offers a valuable example of the type of problem that arises, and 
many of the remarks which follow are not to be regarded as a 
criticism of what he has done, but rather as a survey of some of 
the improvements in available information and technique that 
need to be introduced if his approach is to be extended and 
refined. 

We shall now set out to the best of our ability (a) the symbols 
to be employed, (b) the structure of the relationships and (c) the 
numerical solutions and the steps in the reasoning. 


(a) The Symbols 


The symbols given beiow are used in this paper for the variable 
elements in the analysis. In general, the definitions adopted 


1 See “‘ Propagation and Impulse Problems in Dynamic Economics” in 
Economic Essays in Honour of Gustav Cassel (1933), pp. 171-205. 

* See Statistical Testing of Business-Cycle Theories. I. A Method and its 
Application to Investment Activity (1939). II. Business Cycles in the United 
States of America 1919-1932 (1939). 

* £.g., L. R. Klein, whose recent study of the United States economy has been 
circulated in mimeographed form. 
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follow those given in the national income White Paper,' although 
there are a few small differences. 


P = rent of land and buildings, interest and profit arising in the 
private sector paid out to persons 

U = business saving 

G = miscellaneous income from public property, etc. 

L = salaries 

W = wages 

F = income of the armed forces 

Y = net national income at factor cost 

C = consumption at factor cost 

X = government expenditure on goods and services at factor 
cost 

V = private domestic capital formation at factor cost 

B = balance of payments 

N = national debt interest paid to the private sector of the 
economy 

7’ = other transfer payments (social income) 

S = private saving “ at factor cost’, excluding death duties 

D = direct tax accruals of the private sector, excluding death 
duties 

E = death duties 

I = indirect tax accruals of the private sector 

Z = net lending of public authorities 

Q = exports 6f goods and services at factor cost 

M = net income from overseas assets 

= imports of goods and services 
A = proportionate change in the rate of direct taxation 
#. = proportionate change in the rate of indirect taxation 


(b) The Structure of the Relationships 


In this section we set out the equations * which underlie the 
description of the various routes to full employment discussed 
by Mr. Kaldor. These are numbered, and the contribution of 


1 The issue current when Mr. Kaldor was writing was Cmd. 6520 (April 1944). 
The latest issue is entitled National Income and Expenditure of the United Kingdom 
1938-1945, Cmd. 6784 (April 1946). 

* Not all the constants in the equations are given explicitly by Mr. Kaldor: 
in general, in equations of the form y = a + bz, 6b is given and a has had to be 
calculated from the value of 6 and other figures explicitly set out. Since 6 is 
usually given only to two significant figures, it is not to be expected that the 
equations we have inferred from these constants will exactly reproduce Mr. 
Kaldor’s results. 
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each set of equations to the total number of variates and indepen- 
dent equations is stated. Equations (9) to (12) contribute only 
three independent equations, since if they are considered together 
with (1) one of them can be obtained by difference. 




















Number ee 
of of inde- 
variates. pendent 
equations, 
I. Definitions. 
(I)P+U+G4+L+W+F=Y 
(2)C04+X+V+B = Y 
(3) Y+N+7-@4 =C+S+D+EH+I1 
(4)D+H+I+G4 =X+T+N+Z 
(5)Q+M—A =B 
(6) 2D, = D(i = (p +n), u, 1, w and (f + #)) 
(7) 21, =I(t=(p +n), u,l, w, (f + t) and q) 
(8) 2S, = S(t=(p+ +n), u, 1, w and (f +?) 37 8 
II. Institutional equations. 
9) P = 86 + 0-28Y 
(10) 0+G =— 705+ 0-23Y 
11) Z = 492 + 0-13Y 
(12) W+F =127+0-36Y 0 3 
(13) Dots = (1+A)[— hath A ial 
(14) D = (1 + A) (— 20 + 0-3 
(15) D; = (1 + A) (— 60 1. O-10L) 
(16) D, = (1 + A) (— 28 + 0-02) 1 + 
ee a2 = (1 +p) [61 + 0-04 (P + N)j 
= (1 + p) (2 + 0-020) 
(19) A = (1) +p) (50 + 0-10Z) 
(20) J, = (1 +p) (59 + 0-145) 1 4 
(21) S,+, + EH = — 167 + 0-25 (P + N — Dyin — Ipin) oS 
(22) % = 0+ 1-00(U —D, —1,) 
(23) S; = — 53+ 0-15 (L — D, —I,) 
(24) S, = 51 1010(" — Dy — Le) 4 
(25) A = 74+ 0-15Y 1 
_— IIT. Assumptions. ‘ 
(26) = 90 
(27)F = £80 
(28)G = 40 
(29) M@ = 200 
(30) N = 200 
(31)Q@ = 620 
(32)7 = 275 
(33) V = 460 
(34) Y = 65,175 
(35) Dy, = 0 
7 I Epa = ° (1 +p) 
(38) ez me | 0 13 
| 39 37 








Two more equations are needed to close the system, and it 
is in terms of the alternative possibilities here that the different 
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routes to full employment are defined. The combinations dis- 
cussed by Mr. Kaldor are set out below : 











Route I. | I. | Ms. | 11. TMs. | Iv. 
(39) A=0 | (41) A =p| (40) u =0|(41) A =p |(39)A =0 |(42)Z =0 
(40) p= 0 | (42) Z = 0| (42) Z = 0|(43) X — 800] (43) X — 800| (43) X = 800 











(c) The Numerical Solutions 


In the last section we have attempted to reconstruct the form 
of Mr. Kaldor’s model; here we shall try to show step by step the 
way in which the conclusions follow from the model. Insofar as 
the numerical results obtained here agree with those originally 
given by Mr. Kaldor, we may conclude that the reconstruction 
is correct. One or two small difficulties will be found to arise, 
and these will be remarked on below. 

The line of approach is as follows. The potential net national 
income, Y, is given independently of this analysis by (34). This 
value is then inserted in (9) to (12), and the following values are 
obtained for the shares going to the different factors of production. 
Where differences are trivial the figures in the book are given to 
avoid confusion. 


P = 1,535 
U+G= 485 
L = 1,165 
W + F = 1,990 
Y =5,175 





Next the other three main sets of institutional equations are 
simplified and reduced in number by first substituting for the 
different types of income in (13) to (16) and (17) to (20), and then 
substituting for the tax payments out of these incomes in (21) to 
(24). We now have tax payments and saving out of each type 
of income in terms of the rates of direct and indirect taxation 
(Aand u). When these equations for the different types of income 
are added and substituted in (6) to (8), we get three equations 
fundamental to the solution : 

(i) D = 522 (1 + A) 
(ii) I = 684 (1 + p) 
(iii) S = 553 — 218. — 102p 
Equation (3) may be re-written 


S=Y+N+7-C-—-(D+#+4+14+@) 
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Substitution for the term in brackets from (4) gives 
S=(Y¥—C-—X)-Z 

and substituting from (2) for the term in brackets again, we get 
(iv)S=V+B—-Z, 

an identity that, owing to equations (25) and (5) and assumptions 

(33) and (34) yields 


(v) Z = 330 — 8 


Combination of (iii) and (v) enables Z to be written in terms of 
A and p, and substituting in (4) from this for Z, for D and I (from (i) 
and (ii)) and for Z, G, N and 7 (from (26), (28), (30) and (32)) we 
can express X also in terms of d and p. 

The two resulting equations : 


(vi) Z = — 223 + 218A + 102p 


and (vii) X = 1,084 + 304A + 582u 


contain four variates, two of which are determined by each of the 
alternative pairs of equations of equilibrium. Solution of the 
equations gives values for the other two, and the remaining 
variates D, J, H, C and S can easily be found by substitution. 

For convenience of reference the numerical results given by 
the equations are given below in tabular form. 





ITa. ITT. 


| 
Route | 2 II. 





Variate 


0 

0 

— 223 
1,084 


0-70 

0-70 

0 
1,701 


1-02 
0 


0 
| 1,396 


— 0-32 

— 0-32 
— 326 

800 


0 

— 0-49 
— 273 
800 








522 
684 
3,761 


886 
1,161 
3,143 

330 


1,056 
684 





3,450 
330 


355 
465 
4,044 
656 


522 
350 
4,045 
603 














| 553 





It will be seen that in most cases the figures are not very 
different from those given by Mr. Kaldor, and, as explained 
above, exact correspondence is not to be expected in view of 
rounding-off errors. An exception to this general statement is 
that the values for A (though not those for 1) given above would 
appear to show greater differences from those obtained by Mr. 
Kaldor than can be explained by such errors. Mr. Kaldor has 
0-66 and 0-94 for routes II and Ila respectively, where we have 
0-70 and 1-02. On the other hand, our answers for the other 
variates are similar to Mr. Kaldor’s. The main explanation for 
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these discrepancies lies in the fact that, despite the statements 
in paragraph 17, death duties have been treated exactly like other 
direct taxes. This means that equations (21) and (26) become 
(21a) Spin = — 235 + 0-25 (P + N — FE — Dyin — Ipin) 
and (26a) E = 90 (1 +A). 
It is also understood that in Mr. Kaidor’s calculations the indirect 
taxes entering into equation (36) were assumed constant so that 
for this equation there must be substituted 
(36a) Tyas => 40. 
These changes require that the derived equations for Z and 
X be altered to 
(via) Z = — 233 + 241A + 102 
(viia) X = 1,094 + 371A + 542u 


with the following effect on H and the variates listed above. 





Route 


I. 


IT. 


ITT. 


IITa. 


aV. 





Variate 


0 
0 


0-68 
0-68 


—0-32 
—0-32 


0 


—0-54- 


1-68 
—1-70 


— 233 0 — 343 — 288 0 
1,094 1,714 800 800 800 





522 877 354 522 1,401 
684 1,121 477 335 —488 
3,751 3,131 4,045 4,045 4,125 
563 330 673 618 330 
90 151 61 90 242 





A 
7 
Z 
x 
D 
I 
Cc 
S 
E 




















A comparison of this table with the results given by Mr. 
Kaldor in paragraph 23 shows a fairly close agreement. A com- 
parison of the two tables given here shows that the alternative 
sets of assumptions as to the form of equations (21), (26) and (36) 
lead to similar results except in cases where the policy pursued 
involves a large change in rates of taxation. This is especially 
the case in route IV. . 


TV. Prospitems ARISING FROM MODELS 


The following brief discussion of the problems arising in this 
field! may perhaps conveniently be grouped under questions of 
interpretation and those of estimation. The former are mainly 
problems for the economist, the latter for the statistician. 

+ For a more detailed treatment of some of the problems arising in Mr. 
Kaldor’s model and its American counterparts, see “‘ Model-Builaing and Fiscal 
Policy,” by A. G. Hart, in American Economic Review, Vol. XXXV, No. 4, Sep- 
tember 1945, pp. 531-58. 
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(a) Problems of Interpretation 


(1) Models of the kind discussed above are static and partial, 
being concerned principally with the responses of the economic 
system to changes in the sphere of fiscal policy. Equations of 
types (I) and (II) (definitions and behaviouristic equations) 
determine the unknown values of the variates except insofar as 
this is done by equations of type (III) (assumptions). Once deter- 
mined, these values cannot change except as the result of a further 
change in the assumptions; they are stable equilibrium values, 
Granted that the assumptions are all capable of being realized 
simultaneously, the model provides a means of finding a valid 
approximation to the implied values of the remaining variates. 

(2) It is not always obvious that the assumptions are all 
capable of being realized simultaneously. For this to be so there 
must be some further relationships capable of determining the 
assumed variates in the manner assumed either as a result of the 
automatic working of the system or as a result of policy decisions 
of a kind not introduced into the system itself. 

This situation arises with particular force in the present 
instance in the case of private capital formation. It does not 
seem reasonable to assume a given level of private capital forma- 
tion independently of the level of, say, expenditure by public 
authorities on goods and services or of direct taxation. This 
difficulty, arising essentially out of the difficulty of introducing 
the variates controlling capital formation quantitatively into the 
model, can to some extent be avoided by working out the 
implications of the model on several different assumptions as to 
the level of capital formation. Where this is done it is desirable 
that a view should be expressed as to which assumption is thought 
to be most compatible with each of the different routes to full 
employment. This involves saying something about relation- 
ships or policy decisions or both which lie outside the model itself. 
In this way incomplete information which cannot conveniently 
be used for extending the model can be brought to bear on the 
final statement of the probable outcome of alternative policies. 

(3) While the type of model under discussion provides a stable 
equilibrium solution, it perhaps comes closer in practice to 
giving a first approximation to the short-term position. The 
reason for this is that many of the parameters in the equations 
of type (II) are based on the evidence of data for the period before 
the war the variations in which were dominated by deviations 
from equilibrium. This is frequently the case even where the 
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estimates of the parameters are not based on regression analysis, 
since in these cases also it appears that the values are intended to 
reflect relationships when the variates deviate from stable values. 
At the same time these relationships are fitted into a system in 
which some of the variates—e.g., national income—are fixed at a 
certain level. Under such conditions of stability, relationships, 
like the propensity to save, would probably take on a form 
different from that which could be observed over a period of 
instability. In other words, the marginal propensity to save might 
be much smaller if the public expected stable conditions than it 
was in a period when all their experience led them to expect that 
conditions would be highly variable. 

(4) It may be noted in passing that the equations are normally 
treated as exact equations, although they are, of course, only 
approximate. As a consequence the answers obtained represent 
hypothetical projections based on the assumption that the usual 
disturbances are not present, rather than forecasts of the most 
probable values to be expected.? 

(5) Just as we considered under (2) variates that enter the 
model explicitly, but whose value is determined by assumption, so 
in any model there will necessarily be a number of variates 
similar in kind to those included which do not enter the model at 
all. This is true in the present case of such variates as interest 
rates, prices and the quantity of money and other financial 
claims. The uses of the model are therefore restricted to situa- 
tions in which these other variates are irrelevant, except where 
it can be assumed that they can be controlled through policies 
which need not be specified. 


(b) Problems of Estimation 


(1) Model-building, in a degree that varies from country to 
country, comes up against the inadequacy of existing statistical 
material. Since the models are principally an aid to clear and 
consistent thinking, it is not a valid criticism that in part they 
involve guesswork. Indeed, it is essential in this kind of work to 
make the best use of all information available, however obtained, 
rather than to restrict oneself to that part of the field which can 
be covered by highly accurate estimates. The corollary of this 
is that a point will usually come at which the investigator has to 
warn the reader that certain estimates have had to be made to 

1 For an elaboration of this point see ‘‘ The Probability Approach in Econo- 


metrics,” by T. Haavelmo, especially pp. 55-9. This paper appeared as a supple- 
ment to Econometrica, volume 12, July 1944. 
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complete the story, but that further information is needed before 
reliable results can be obtained. In many cases it will happen 
that broad estimates are good enough, and that no practical 
difference would be made by further refinement. For example, 
in estimating revenue from direct taxes in the United Kingdom 
it appears to be important to know how income is divided between 
earnings from work and property, but of comparatively minor 
importance to know the composition of these two classes. 

(2) Of the methods available for estimating past relation- 
ships the most important is regression analysis of time series. 
The difficulties here, fully recognised by Mr. Kaldor, arise partly 
from lack of data, partly in formulating the relationships in the 
system and partly in interpretation and testing significance.) 
An example occurs in the estimation of the factor shares from 
total money income. The conclusions are considerably affected 
by whether or not the experience of the war period is included. 
In one way it seems more reasonable to work with peace-time 
experience, but against this there must be set the fact that if 
war-time experience is omitted a very considerable degree of 
extrapolation is involved and also a significant jump from 
immediate post-war experience. 

(3) A less obvious problem arises from the fact that we are 
here dealing with a system of relationships. It can be shown 
that, where in such a case the coefficients in all the equations of 
type (II) are estimated from regression equations based on the 
method of least squares, bias will in general be introduced into 
the estimates of the coefficients if each equation is treated on its 
own. It would be inappropriate here to do more than mention 
this problem and refer to the growing literature on the subject.’ 

(4) A problem of a different kind arises where the parameters 
in a relationship have to be estimated in circumstances in which 
some sort of average relationship can be obtained, but nothing 
is known from observation of changes in the relationship at 
different levels of one of the variates. An example in the present 
case is the propensity to save relationship. Here it is recognised 
that from theoretical considerations it is to be expected that the 


1 For a more detailed discussion on some of these problems see ‘‘ The Analysis 
of Market Demand,” by R. Stone, in J.R.S.S., vol. CVIII, Pts. III-IV, 1945, pp. 
286-382, especially sections 2 and 3. 

2 See, for example, ‘‘ The Statistical Implications of a System of Simultaneous 
Equations,” by T. Haavelmo, in Zconometrica, vol. II, January 1943, pp. 1-12, and 
“ Statistical Estimation of Simultaneous Economic Relations,’’ by T. Koopmans, 
in Journal of the American Statistical Association, vol. 40, December 1945, pp. 
448-66. ° 
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partial derivative of saving with respect to income is probably 
an increasing function of income. This being so it would be 
desirable to recognise this fact in the relationship used except in 
so far as the analysis is intended either as a pure illustration or as 
an indication of what would be the outcome under conditions in 
which the adjustment required was the least that was at all 
plausible. It may be objected that to invent plausible coefficients 
is to introduce the personal factor too prominently into the 
analysis, but in fact it is only to recognise that available observa- 
tions must be supplemented by considerations of theory and 
judgement. 

(5) The question discussed in the preceding paragraph is really 
only one aspect of the problem of new situations. In projecting 
past experience into the future one can only assume that the future 
will be like the past in the relevant particulars, except in so far 
as there is evidence of dissimilarities. One aspect of the matter 
which seems likely to be important, and which is common to a 
number of branches of applied economics, is the change introduced 
during the war by the considerable shift in the distribution of 
disposable income. Here is a subject on which more light is 
needed both in this connection and for study of the demand for 
individual commodities. 


Department of Applied Economics, 
Cambridge. RIcHARD STONE 
London. EK. F. Jackson 














THE SOCIAL SECURITY MOVEMENT IN INDIA 


THE social security movement in India had been extremely 
slow in the period preceding the outbreak of World War II—so 
much so that no attempt has yet been made to trace its course and 
study the nature of its progress. But the period of the World 
War II witnessed a rapid progress of the movement; and what has 
been accomplished recently, especially since 1943, far exceeds the 
measure of realisation during the first forty-two years of the 
present century. It is only by looking back from the present 
heights that the growth of the movement in the early period, 
modest as it has been, becomes perceptible and submits itself to a 
connected historical treatment. A perusal of its development in 
the earlier stages is highly valuable, if only because it will make 
possible a correct appraisal of its swift progress during the last 
three years, as also of its future possibilities. The recent achieve- 
ment, though still far behind the ideal position, is very gratifying 
when it is seen against the indifferent landscape of the earlier 
decades. But in the general atmosphere of considerable discontent 
that prevails in India, a gulf between the actual and the ideal is 
liable to be unfavourably interpreted; and it is necessary to put 
the recent progress of the movement in proper perspective with 
regard to the past as well as the future. 

We may study the growth of the social security movement in 
India in the following four periods : (I) Pre-1918 Period: Period 
of Inactivity; (II) Inter-War Period (1918-1939): Period of 
Agitation ; (III) Second World War Period (1939-1945) : Period 
of Rapid Plan-Making; and (IV) Post-War Period (1945- 3 
Period of Action. 


I 
Pre-1918 Periop: Prriop or INAcTIVITY 


2. Though the first sickness insurance law in the world which 
heralded the advent of social security was passed as early as June 
15, 1883, the social security movement in India began nearly half 
a century later. It may be said to have begun, in the strict sense 
of the term, in March 1928, when the Indian Legislative Assembly 
considered the question of the ratification of the two draft 
Conventions and one Recommendation relating to sickness 
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insurance, which the International Labour Conference had 
passed at its Tenth Session in 1927. The late beginning of the 
movement in India is not surprising. Social security as a measure 
of income-maintenance was originally designed to help the 
industrial worker, and though in theory its scope has now been 
widened so as to be co-terminous with the population as a whole, 
save perhaps the idle rich, it still continues to be confined mainly 
to industrial workers in a majority of the progressive countries 
of the world, U.S.S.R. and New Zealand being notable exceptions. 
Mechanised industrialisation in India, the origin of which can be 
traced as far back as 1838, when the first cotton miil was started 
near Calcutta, made progress in any appreciable measure much 
later than in the West; and it was therefore natural that the 
movement of social security should begin in the former con- 
siderably later than in the highly industrialised countries of to-day. 
In fact, the statutory regulation and protection of Indian labour 
began in the modern sense mainly after World War I. Before 
this date the important labour laws that had been passed were the 
Indian Factories Act, the Indian Mines Act, the Workmen’s 
Breach of Contract Act, the Tea District Emigration Act, the 
Madras Planters’ Act, and so forth, which were of a primitive 
nature, and were found unsatisfactory in several respects. The 
important and useful laws that now constitute the Indian Labour 
Code came in the wake of peace established after the cessation 
of the 1914-18 hostilities and of the formation of the International 
Labour Organisation (which gave a new speed to the statutory 
protection of labour throughout the world), as witness the Indian 
Workmen’s Compensation Act of 1923, the Indian Mines Act of 
1923, the Indian Boilers Act of 1923, the Indian Trade Unions Act 
of 1926, the Trade Disputes Act of 1929, the Indian Children 
(Pledging of Labour) Act of 1933, the Indian Dock Labourers’ 
Act of 1934, the Payment of Wages Act of 1936, the Employment 
of Children Act of 1938, and a series of valuable labour laws 
passed by several Indian Provinces. In such a set-up of limited 
industrial progress, when the problem of industrial labour was 
neither prominent nor pressing in the eyes of the Government and 
the public, and was eclipsed by other more important issues, and 
when, indeed, the theory and practice of social security in the 
world were in infancy, the social security movement could not 
possibly take root and thrive. The period preceding 1918 is 
therefore conspicuous by the complete absence of any social 
security movement in India. 
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II 


InTER-WaR PERIOD (1918-1939): PERiop or AGITATION 


3. The inter-war period saw considerable industrialisation of 
the country, resulting in an appreciable increase in the number of 
factory workers. The labour problems began to receive attention 
on the part of the authorities and the public. The international 
standards set by the International Labour Organisation made 
India realise the grave deficiencies in her system of labour 
regulation and protection, and efforts were made to remove them 
as far as possible. Organisation among workers also grew up, 
and they began to make a demand for the amelioration of their 
conditions. Attempts now began to make some provision for 
the so-called social contingencies; and though the approach was 
not always of the nature of social insurance, nor was it of 
a unified and comprehensive character, the social security 
movement did certainly begin to take root. Several competent 
bodies, official and non-official, thought of social insurance as a 
measure to provide against social contingencies, and if they did 
not in all cases recommend its immediate introduction in India, 
it was mainly because in their opinion the time was not opportune 
for such a step. The protection provided during this period 
against some of the social risks fell, in all cases, short of social 
insurance status. 

4. The first social contingency against which provision was 
made during the inter-war period was “‘ employment injuries.”’ 
During the first period of our survey compensation could be 
claimed under the Fatal Accidents Act of 1855 by the heirs of the 
workers dying as a result of industrial accidents. But nothing 
could be claimed in case of non-fatal injures; and even in the case 
of fatal accidents factory-owners could be held responsible for 
compensation only if the accidents were caused by their own 
personal negligence. The ignorance and illiteracy of the workers, 
their poverty, the fear of unemployment arising out of their 
taking an action against their employers, and such other factors 
further curtailed the benefits of this Act. Efforts made to improve 
matters in this regard in 1884 and 1910 proved futile; and it was 
only in the aftermath of World War I, when a wave of industrial 
strikes overtook the country, that the question of workmen’s 
compensation was seriously taken up. As a stop-gap measure a 
better provision was inserted in the Indian Factories Act on this 
subject at the time of its amendment in 1922; but a Workmen’s 
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Compensation Bill was introduced in the Indian Legislative 
Assembly only one year later, and became an Act in that very year. 

This Act is generally regarded in India as the first social 
insurance measure to be introduced in tie country. The notion 
is, however, incorrect. The provision made thereunder is not of 
the nature of social insurance; and this, indeed, is the root cause 
of many of the defects from which it has been found to suffer in 
actual practice. This Act places the liability of compensating 
the worker in respect of industrial accidents and diseases on the 
employer alone; and does not involve an element of commercial 
insurance, much less of social insurance. There seems to be no 
valid reason why the employer should be made to bear the cost 
of compensation in its entirety when in many cases he could not 
have prevented the occurrence of the accident, and why it should 
not be covered, like any other social risk, in a tripartite manner. 
So long as this feature continues, the tendency on the part of the 
employers to evade the employment injuries liability is bound 
to persist. 

5. The second contingency against which provision was made 
during this period was maternity. But whereas the Workmen’s 
Compensation Act was an all-India piece of legislation passed by 
the Indian Legislature, maternity benefit legislation was passed 
by certain Provincial Legislatures only. The Presidency of 
Bombay was the first to pass a Maternity Benefit Act, in 1929; 
and the Central Province adopted the measure in 1930. The 
Royal Commission on Labour, while reporting in 1931, expressed 
approval of these measures and observed that “the time is ripe 
for the introduction of legislation throughout India making a 
maternity benefit scheme compulsory in respect of women 
permanently employed in industrial establishments on full-time 
processes ” (Report, p. 263). They endorsed the idea of applying 
the social insurance principle to maternity, but opined that in the 
absence of a sickness insurance scheme the operation of a maternity 
benefit insurance scheme would be disproportionately costly, and 
therefore impracticable. They did not face the question whether 
the legislation should be passed on a provincial or an all-India 
basis, which we believe was very relevant at that stage. 
However, the examples of Bombay and C.P. were soon followed 
by a number of other Provinces, and such legislation was in force 
in Sind, Ajmer-Merwara, Madras, Delhi and U.P. by the end 
of the period under survey. This legislation also follows the 
principle of the Workmen’s Compensation Act of placing the 
liability for compensation or benefit solely on employers, with 
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the result that it has been found to be as much defective in 
practice. It has also been often designated in India as a social 
insurance measure, which it is not. 

6. The third measure that was adopted during this period was 
Chapter VIII of the Motor Vehicles Act of 1939, whereby pro- 
vision was made for the compensation of the members of the public 
dying or receiving bodily injury by the use of motor vehicles in a 
public place. The Act itself eame into force on July 1, 1939, but 
the enforcement of its provisions concerning third-party liability 
insurance (Chapter VIII) was put off till July 1, 1943. In 1943, 
however, the war was in full swing, and there were several diffi- 
culties in the way of the enforcement of this Chapter; hence its 
enforcement was once again postponed till July 1, 1946. 
According to this measure, all the motor-owners must take third- 
party risk insurance policies from private insurers as a condition 
precedent to the use of their vehicles in a public place. This 
legislative measure is a step further towards the road of social 
insurance, as it employs the principle of commercial insurance 
to risk coverage, as against the principle of employers’ liability. 
Moreover, it is not confined to industrial workers alone, but covers 
the population as a whole, which is significant. Finally, it 
does not cover an industrial risk, but a non-industrial accident 
risk, and is therefore a beginning in an entirely new direction. 
However, the coverage of accidents, industrial and non-industrial, 
through the device of social insurance is an essential ingredient 
of a complete system of social security; and this measure falls 
short of the social security status. 

7. But while none of the three schemes discussed above 
reaches the level of social insurance, they certainly did prepare the 
ground for the application of this principle thereto in the near 
future. They may therefore be regarded as representing the 
agitation that was quietly going on in India for the establishment 
of a social security system. In addition to them, efforts were made 
to frame and introduce a health insurance scheme for the industrial 
workers during the period under survey. This question, as 
observed earlier, first arose in India in 1928. The Government 
of India then came to the conclusion that conditions were not 
favourable for the introduction of health insurance in India; 
but they expressed their full sympathy with the suggestion, and 
were anxious that such a scheme should be introduced as early 
as suitable conditions arose or could be created. They therefore 
approached the Provincial Governments with a view to obtain- 
ing their views on the subject. Several Provincial Governments 
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appointed committees to go into the question, but their reports 
were generally unsatisfactory, as were the replies of the Provincial 
Governments. They mentioned several difficulties in the way, 
but their chief ground for opposition was the likely repercussions 
of the measure on their purses. 

However, the Royal Commission on Labour which reported 
in 1931 did not regard these difficulties as so serious as to forbid 
the preparation of a suitable scheme, and made some valuable 
suggestions in this regard. The most important issue in this 
connection has been the collection of the morbidity statistics, 
which do not exist in an adequate quantity in India, and are not 
in any case of a suitable character. They therefore recommended 
that a few employers should agree to make experiments in the 
granting of sickness benefits and maintain records of their 
experience. Statistics collected by those organisations which 
already have sickness insurance schemes of their own in operation 
should also be secured. After adequate statistical material has 
been collected, the question of framing schemes should be referred 
to a carefully selected formal committee, who might be instructed 
to examine the material and to make recommendations for the 
institution, if and where possible, of definite schemes. Such 
schemes could operate on the basis of single establishments where 
these were large enough, and small establishments might be 
combined for the purpose. By the time the statistical material 
has been collected it may be possible for a more complete scheme 
to be devised. They.also provided a rough and tentative health 
insurance scheme. Theirs was the first health insurance scheme 
to be prepared in India; and though it was never put into 
practice, it certainly helped to give to the matter a more practical 
outlook. 

The Government of India, however, decided to handle the 
problem from the statistical end, and took steps to prepare 
questionnaires and forms for the collection of morbidity statistics 
and for the preparation of cards recording the case-history of 
workers, with the assistance of the appropriate authority in 
England. But the experience cards were found to be too com- 
plicated to be easily followed in India, and this line of approach 
was abandoned. They then resolved to follow the recommenda- 
tion of the Royal Commission, and suggested to the Provinces 
that an actual scheme of health insurance might be introduced in 
individual establishments. But the reaction of the Provinces 
was again discouraging and unsympathetic; and the Government 
of India came to the conclusion in May 1937 that there was an 
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absence of any real demand for health insurance on the part of the 
Provincial Governments and employers, and indeed of workers if 
they were to be asked to contribute. 

About a year afterwards, in April 1938, the Cawnpore Labour 
Enquiry Committee, which was appointed to examine and report 
on the conditions of life and work of workers employed in Cawn- 
pore factories, supported the introduction of health insurance, 
and declared that the difficulties in its way could be surmounted 
and that the scheme could be worked. It thus gave moral support 
to the repeated efforts of the Government of India to get a scheme 
of health insurance prepared and introduced in the country. 
Nothing more was, however, done in this regard till the outbreak 
of World War II. But the agitation for health insurance was 
carried to such a point that it came to fruition in the following 
period. 

8. Attention was also paid during the inter-war period to the 
problem of unemployment insurance for industrial workers. 
The Bombay Strike Enquiry (Fawcett) Committee, which was 
appointed on October 13, 1928, to go into the causes of the strike 
that had recently taken place in Bombay, with a view to find out 
a basis of settlement, considered the question of unemployment 
resulting from the adoption of efficiency schemes, and recommended 
a scheme for the payment of a gratuity to a worker amounting to 
four weeks’ or six weeks’ wages, according to his length of service, 
out of an “ Out-of-work Donation Fund” to be formed on a 
voluntary basis by employers’ and workers’ contributions. 
This scheme was, however, purely voluntary, and it is not sur- 
prising that practically no action was taken along this line. The 
Royal Commission on Labour, which was next to consider the 
matter, also declared that an unemployment insurance scheme 
could not be worked in India, mainly because the large labour 
turnover and migratory character of Indian labour made the risk 
incalculable. Consequently they endorsed the recommendation 
of the Fawcett Committee as regards unemployment caused by 
rationalisation, and recommended the extension of the famine 
relief scheme to cover general unemployment. The latter con- 
sisted in providing such work as slum clearance and road con- 
struction to the unemployed workers at a subsistence wage during 
a period of general unemployment. No action was, however, 
taken along these lines; and the appearance of suitable circum- 
stances was awaited when the question of unemployment insurance 
might be appropriately tackled. The case for old age pension 
insurance also received little consideration and support. The 
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Royal Commission did- not consider the issue at all, while the 
Cawnpore Labour Enquiry Committee merely recommended a 
contributory provident fund scheme. 

9. From the point of view of the actual achievement of social 
security ideals, the above survey provides a disappointing picture. 
Legal provision was made against employment injuries throughout 
India, and against maternity in certain Provinces only; but in 
both the principle of employers’ liability was adopted, and that of 
social insurance was not applied. In the sphere of third-party 
risks arising out of the use of motor vehicles in a public place, 
the scheme that was prepared failed to apply the principle of social 
insurance, and was handled merely as a branch of commercial 
insurance. Even so, this was not introduced. Some attention 
was certainly paid to health insurance, but the efforts of the 
Government of India did not succeed. Unemployment and old 
age pension insurance received little attention, and in no case did 
it rise to the level of social security, the general feeling being 
that the time was not ripe for their introduction. But an agitation 
for social insurance schemes had been created. The spadework 
done during this period served to help further growth in this line 
during the next period, the period of World War II, which 
achieved in the sphere of social security in India what the first 


four decades of the present century entirely failed to do. 


III 
Woritp War II (1939-1945): Periop or Rapm PLan-MakIne 


10. The commencement of hostilities did not immediately 
improve the social security outlook in India. The tempo and 
character of progress witnessed in the preceding period continued 
almost unchanged for no less than three years till 1942, and 
nothing outstanding was done. At this stage the movement 
received great inspiration and encouragement from the work being 
done in some foreign countries in this connection. The publica- 
tion of the Beveridge Report on British Social Insurance and 
Allied Services in 1942, of the Wagner-Murray-Dingell Bill in 
U.S.A. in 1943, of Marsh Plan (Report on Social Security) in 
Canada and so forth inspired the Government of India to march on 
the road of progress. Feverish talks regarding the building up of 
the Indian economy anew also stimulated activity in this line. 
The period of war witnessed rapid and revolutionary changes on all 
sides, and it was psychologically possible for India to take a 
path-breaking step in regard to social security. Considerable 
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progress in industrialisation had also been made, and the 
problems of labour had begun to loom large, so that when the 
question of social security was taken up, it found support from 
all directions. The substantial growth of the social security 
movement in India therefore commenced from the year 1943, 
when Professor B. P. Adarkar was appointed to frame a scheme of 
health insurance for the industrial workers of India. 

11. Before 1943 the question of health insurance continued 
to be tossed hither and thither, now to elicit the willingness of the 
various interests involved in the matter, now to decide precedence 
between the obtaining of morbidity statistics and the introduction 
of an experimental scheme. When the First Conference of Labour 
Ministers met at New Delhi in January 1940 the Government of 
India brought the question of health insurance before it and the 
following conclusion was reached : 

The idea of a sickness benefit fund (is) appropriate and 
further action may be considered after the Government of 
India have ascertained how far employers and labour are 
willing to contribute compulsorily to the fund. 

This resolution, though rather indifferent, enabled the issue 
to be handled de novo. The reports of the two important labour 
enquiry committees appointed by the Governments of Behar and 
Bombay appeared at this stage, and lent the weight of their 
authority to the necessity for an early introduction of health 
insurance in India. The latter handled the issue from a very 
practical angle. It deprecated the whole host of difficulties that 
had been pointed out time and again as being in the way of the 
introduction of health insurance in India, and actually prepared a 
tentative health insurance scheme for introduction in the Bombay 
textile industry, which was the second scheme to be prepared in 
India. But this scheme was very rough, and even incomplete, and 
was only suggestive. Before it could be introduced it required con- 
siderable study and work in several important directions which the 
Committee was not expected to do and could not possibly do for 
want of time and expert assistance. The Bombay Government 
did not act along the recommended lines, and the Government of 
India, who later examined this scheme with a view to its intro- 
duction in the whole of India, found it, among other things, too 
complicated. 

Only a few months after the publication of these reports a 
Labour Ministers’ Conference met again in January 1941. By 
this time the atmosphere had become more favourable for the 
consideration of the proposal. The Provincial Governments 
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realised the need for the scheme, and considered the time suitable 
for its introduction. Workers were anxious to have the scheme 
in operation as early as possible and were prepared to contribute. 
Employers also sympathised with the idea and were not, on 
principle, against the idea of their contribution. The Govern- 
ment of India declared that it was not necessary to postpone the 
matter till after the war. Consequently, the Conference went into 
the whole question with readiness on all sides, and came to the 
conclusion that a preliminary actuarial examination should be 
undertaken, and that in the light of such an enquiry a scheme 
should be framed involving contributions from employers and 
workers and in no case from the Government. The actuarial 
examination, it was suggested, should be confined to a few specified 
industries. 

The Second Labour Ministers’ Conference had evidently 
handled the matter from the wrong end, because morbidity 
statistics in India are conspicuous by their absence and no actuarial 
examination could possibly yield any useful result. It was 
subsequently realised that while it is true that a scheme 
should be framed on actual morbidity statistics, the latter can 
come into existence only after a scheme has actually been in 
operation for some time. It was thus a hen-and-egg puzzle, and 
the problem was which should come first. The then Government 
Actuary, Mr. J. H. Thomas, opined, and very rightly, that it 
would be better to frame an actual scheme of health insurance on 
intelligent guesswork and give it a trial; later, when statistics had 
been collected and the scheme itself had worked for some time, it 
could be subsequently developed so as to be fit for application to 
the industry asa whole. This point of view was placed before the 
Third Labour Ministers’ Conference in 1942, and a tentative 
scheme was also prepared by the Labour Department in this 
regard, mainly to provoke discussion. 

The Third Labour Ministers’ Conference decided that the 
State should guarantee an interest-free loan to the Fund to meet 
any budgetary deficit that might arise, to be repaid when there was 
a surplus; and that the scheme should in the first instance be 
applied to cotton and jute textiles and heavy engineering industries. 
It was further proposed that a small Committee of about three 
experts, including an actuary from the office of the Superintendent 
of Insurance, should be appointed to draw up a detailed scheme. 
This was accepted by the Government of India, with this difference, 
that they entrusted the work to an officer on special duty, who was 
to be assisted by the office of the Superintendent of Insurance and 
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a Panel of Advisers representing the employers and workers. In 
accordance with this decision, they appointed in March 1943 
Professor B. P. Adarkar a special officer to frame a scheme of 
health insurance for the industrial workers. It was thus after a 
series of earnest efforts, covering a period from 1928 to 1945, that 
the Government of India succeeded in taking definite steps for 
the preparation of a complete and full-fledged health insurance 
scheme from the angle of its actual introduction in the country. 

Professor B. P. Adarkar devoted about a year and a half to the 
preparation of his scheme, which he submitted to the Government 
of India on August 15, 1944. The Adarkar Scheme of Health 
Insurance is the first complete scheme belonging to the category 
of social insurance: it is the opening chapter of the history of 
social insurance in India. It is in full accord with the peculiar 
conditions of Indian labour, and incorporates the latest health 
insurance ideas of a theoretical and practical nature in so far as they 
suit India. It has been warmly welcomed by all the interests 
involved in the matter. 

During the course of his Report, Professor Adarkar also 
examined, exhaustively and critically, the working of the Indian 
Workmen’s Compensation Act and Maternity Benefit Acts, which 
are indeed borderline cases, and made a strong case for merging 
them in a unified system of health, maternity and employment 
injuries insurance. This Report was submitted for examination 
by two I.L.0. experts—-Messrs. M. Stack and R. Rao—who were 
invited by the Government of India for the purpose, who not only 
almost’ wholly endorsed the recommendations of Professor 
Adarkar, but also expressed their agreement with him in regard 
to the provision of an integrated system of health, maternity and 
employment injuries insurance scheme. They modified his 
scheme so as to include in it the coverage of these two social risks 
aswell. The modified Adarkar Scheme has already been discussed 
by the representatives of the Government of India with the various 
interests involved in the matter, and it has also been revised in 
the light of these discussions. The shape that it will ultimately 
take will remain a matter of speculation till an Act has been 
passed, which in all probability will soon be done. Compared to 
the background of the social security movement in India up to 
1942, it is a remarkable achievement. 

12. The above scheme covers factory labour only. Mine 
labour does not enjoy in India the same degree of statutory pro- 
tection as is enjoyed by factory labour. It was therefore a 
step in the right direction that the Government of India passed 














1946] THE SOCIAL SEOURITY MOVEMENT IN INDIA 579 


‘the Mines Maternity Benefit Act in 1941, whereby leave and cash 
benefit are given by the employer to the pregnant female worker 
for a certain period before and after child-birth. The Govern- 
ment of India went even further four years later, and took steps 
to apply the social insurance principle in this sphere. Professor 
B. P. Adarkar has also prepared a scheme of maternity insurance 
for mine labour in India; and it is hoped that the relevant legisla- 
tion in this regard will soon be passed. 

13. The problem of social security for maritime labour in 
India had gone by default in the pre-war period ; and it is a matter 
of gratification that steps have now been taken in this direction 
as well. Before the war about 200,000 persons from India were 
employed as seamen, a figure which rose by no less than 50% 
during the war. The utter absence of social security for them was 
a matter of great hardship to them. It is therefore timely that, 
at the instance of the Government of India, Professor Adarkar 
has also made a social security scheme for Indian seamen. While 
’ full details of this scheme are stil] lacking, it is understood that it 
covers sickness, unemployment, injury and old age. The scheme 
was considered some time ago by the ad hoc Advisory Committee 
of Seamen. An I.L.O. expert on the subject, Dr. (Miss) Laura 
Bodman, also came to India to examine this scheme and gave her 
opinion thereon. Opinions of the organisations of seamen and 
shipping companies are being invited, and the final draft will soon 
be prepared, and perhaps introduced shortly afterwards. 

14. While the above work in the direction of plan-making has 
been nearly completed, efforts have simultaneously been made to 
do considerable spadework and collect relevant facts and figures 
which might furnish a suitable basis for the framing of a complete 
social security plan for India. To remove this handicap, the 
Government of India appointed a Labour Investigation Committee 
as early as February 1944, under the chairmanship of Mr. D. V. 
Rege, I.C.S. The Committee has now been working for a period 
of about two years, and has undertaken several comprehensive 
regional inquiries regarding labour conditions. The Report, it is 
learnt, will soon be ready. This will be the first India-wide 
comprehensive enquiry into labour conditions of this country 
since the investigation of the Royal Commission on Labour; 
and though the range covered by this Committee will not be equally 
wide, there is no doubt that its Report will be very informative and 
valuable from the social security angle. After the submission of 
the Report by this Committee, which might happen at any time 
now, the Government propose to frame a Beveridge Plan for India. 
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This will bring India into line with other progressive countries of 
the world on the plane of plan-making in regard to social security. 
15. Another remarkable event of the period under survey is 
the appointment of the Health Survey and Development (Bhore) 
Committee with a view to making a comprehensive and exhaustive 
survey of health conditions in India and recommending a scheme 
thatshould be adopted for ensuring satisfactory health to the people 
of the country. Good health has now come to be regarded as an 
essential element of good living, and it is universally desired that 
this should be guaranteed by the State to every citizen, rich or 
poor; and India, though proverbially poor, has endeavoured to 
keep abreast of this development. This Committee has also com- 
pleted its comprehensive survey, the first of its kind in India, and 
its Report has now been submitted to the Government. Its 
Report is of great value, and has brought to the fore the leading 
problems concerning the maintenance of national health. 

16. At the same time, Bengal, Punjab and Assam passed 
Maternity Benefit Acts in the years 1939, 1943 and 1944 respec- 
tively. It has also been announced that Chapter VIII of the 
Motor Vehicles Act of 1939 (relating to compulsory third-party 











risk insurance) will come into force with effect from July 1, 1946. 
As to the remaining branches of social security, not much work 
could be done during this period. 
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17. It is, however, clear from the preceding section that the 
social security movement in India entered into a new phase during 
the period of the World War II, and history will record it to the 
credit of the hostilities that they created conditions wherein India 
not only began to think in terms of social security, but also pre- 
pared certain plans relating to some social risks. This develop- 
ment, in comparison with the past history of the movement, can 
only be described as revolutionary. We must, however, remember 
the deficiencies even on the plane of scheme-framing. India has 
yet to make a complete scheme of social security. She has not 
yet evolved a full picture of her social insurance structure: 
nothing beyond health, maternity and unemployment injury 
insurance has been done up till now. Work in the sphere of social 
assistance requires even more considerable efforts. But seeing 
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that in a country so unfortunately situated as India we cannot 
hope to introduce a complete system of social security by one 
stroke of the pen, and that preliminary steps have already been 
taken for the formulation of a complete system of social security in 
the shape of the Labour Investigation Committee, this is not a 
matter of so much concern. In any case, there is a persisting 
feeling in India that mere plans do not carry us far on the road of 
progress, and that what is really required is action along the lines 
indicated in the schemes already prepared or about to be finalised. 
Consequently, in the post-war period that now lies ahead the 
problem of action will assume the greatest importance. 

18. In regard to this, the various limitations and hurdles. in 
the way of the introduction of a full-fledged system of social 
security in India will have to be faced; and the speed of the further 
progress of the movement will depend on the extent to which they 
are overcome. The most important limitation in this regard is 
the financial one—the other difficulties can be removed with 
greater ease and facility—so much so that it is correct to 
state that the availability of finances will determine the future 
growth of this movemert. Indian industries as a class are not yet 
able to stand on their own legs, and in view of the probable keen- 
ness of foreign competition with which they have once again 
begun to be confronted, their contribution-paying capacity must 
be taken to be of a limited order. The Indian workers are also 
poor, and cannot pay heavy contributions. The Government 
finances themselves are in none too prosperous a condition, and it 
is too much to hope that they will be able to participate in the 
realisation of a complete social security system on a generous 
scale. Unless therefore conditions suddenly change for the 
better, and individual, corporation and Government budgets 
begin getting more prosperous, as might happen if an economic 
plan is introduced in the country, it is almost certain that the 
establishment of a complete system of social security in India 
would take considerable time. The problem of economic planning 
has been before the country for some time past, and it is being 
realised that, for the time being at any rate, India cannot have a 
planned economy, though she may certainly hope to have some 
developmental schemes. The latter will allow the introduction of 
only such social insurance schemes as have already been prepared. 
It is expected that during 1946 or by 1947 India will have an 
integrated system of health, maternity and employment injuries 
insurance scheme for mine labour and a more comprehensive 
scheme for Indian seamen. The introduction of a comprehensive 
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national health drive as envisaged by the Bhore Health Committee 
is, however, a matter of grave doubt, because it would be an 
exceedingly costly project. But even this much of development, 
if realised, will be an impressive achievement in view of the previous 


history of the movement in India. 
A. N. AGARWALA 


The University, 
Allahabad. 

















JEREMY BENTHAM AS AN ECONOMIST 


II. Benruam’s INFLUENCE ! 


Bentham and the Classical School—Bentham and the Historical 
School—Bentham and the School of Marginal Utility. 


In a letter to John Stuart Mill written in 1841, Auguste Comte 
expressed the conviction that Bentham must be regarded as 
“the main origin of what is called political economy ” (Lettres 
@ Auguste Comte a John Stuart Mill, 1877, 4). This may sound 
a very odd and amazing assertion, as most books on the history 
of economic thought do not so much as mention Bentham’s name. 
Yet there is a great deal of truth in Comte’s statement, and 
Bentham himself would have heartily approved of it. “I was 
the spiritual father of Mill,’ he said (Works, ed. John Bowring, 
1843, X, 498), “and Mill was the spiritual father of Ricardo, so 
that Ricardo was my spiritual grandson.” The claim as it stands 
is certainly exaggerated ; it would be nugatory to insist on Smith’s 
share in the paternity of classical economics; but there is un- 
doubtedly a strong streak of the Benthamite spirit in Ricardo’s 
thought, and in all classical economists. 

It is not necessary here to furnish concrete proof of the deep 
indebtedness of Ricardo and his school to Bentham and his 
philosophy : the identity of outlook is obvious to every reader 
of the Principles of Political Economy or Mill’s Elements. If it is 
permitted to use modern jargon, the matter can be summed up 
by saying that Bentham and the Ricardians had a common 
ideology. They shared the belief that man is essentially a selfish 
animal; that it is useless to fight that selfishness, and unnecessary 
at the same time, because, where freedom is guaranteed, a conflict 
between personal and public welfare is precluded by the admirable 
mechanism of modern market relations; that this mechanism 
must not be clogged by governmental interference; and that it 

1 The present paper is a sequel to, or rather the second part of, the study of 
Jeremy Bentham’s economic thought published by Dr. Stark in this Journa 
in April 1941. In the meantime, Dr. Stark has made a thorough investigation 
of Bentham’s unpublished manuscripts on economic matters, and prepared a 
critical edition of them which will be published under the aegis of the Royal 
Economic Society in the near future. This article is based entirely on Bentham’s 


printed work, but its conclusions have been confirmed in all points, and invalid- 
ated in none, by the study of the unprinted material. 
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will work the better, the more equality there is in society, because 
the free play of equal forces will lead to the most sound and 
satisfactory equilibrium. Ricardo clothed these doctrines into 
the stern forms of economic theory: Bentham developed their 
implications in a host of philosophical, psychological, juris- 
prudential, educational and political writings. Their works are 
complementary, flesh of one flesh and blood of one blood. 

Still, though Ricardo was a Benthamite, Bentham was not 
exclusively a Ricardian. There are many undercurrents in his 
thought which foreshadow later developments in economics and 
sociology, and these, though less obvious, are for that very reason 
all the more interesting and worthy of close consideration. 


The generation which followed upon Nassau Senior and the 
younger Mill was not inclined to do Jeremy Bentham justice. 
Adolf Held, in his highly characteristic work Zwei Bicher zur 
socialen Geschichte Englands, calls him a typical “ Manchester 
man ”’ (cf. esp. 263), and this description is an implicit denuncia- 
tion. This adverse judgment pronounced by the _historico- 
ethical school has stuck, and many who should know better have 
thoughtlessly repeated it. 

Now, what characterises the typical Manchester man as Adolf 
Held and his followers envisaged him, is the conviction that the 
system of full economic liberty, as being in harmony with nature 
and reason, is always and everywhere unconditionally the best. 
In opposition to this view the historical movement upheld the 
opinion that no principle can be called absolutely the best, but 
that different times and countries demand different forms of 
economic and social, political and technical organisation. At the 
time when Bentham finished his economic writings, the conflict 
between absolutism and relativism had not yet reached the stage 
of open conflict, but a deeper study of his doctrine proves that 
he would by no means have taken exclusively the part of “ per- 
petualism ”’ and “ universalism ”’. What led Held to his erron- 
eous judgment is the fact that Bentham stood for extreme liberal- 
ism; but this liberalism was to him no absolute ideal. He wrote 
in England, and only for England, or at least for England and 
her equals (I, 171). 


** Among these several classes, agenda, sponte acta, and 
non-agenda, the distribution of the imaginable stock of in- 
stitutions will differ in a very considerable degree, according 
to the different circumstances of the several political com- 
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munities. ...The greater the degree of opulence, the greater 
the list of sponte acta—the less, therefore, that of agenda. 
In England, abundance of useful things are done by individ- 
uals, which in other countries are done either by government, 
or not at all....In Russia, under Peter the Great, the list 
of sponte acta being a blank, that of agenda was proportionally 
abundant ” (III, 35). 


The fundamental idea of historism lies in these words: the 
idea that the principle of perfect abstinence of the State in econ- 
omic matters is only applicable to a definite economic stage, the 
highest one, which Great Britain has reached, but that in more 
primitive conditions its intervention must be regarded as desirable 
and indispensable. With this temporal, Bentham combined a 
geographical relativism : 


“ There cannot be any incompatibility between the wealth 
of each and the wealth of all: but the same rule does not 
apply to subsistence and defence. Individuals may find their 
individual profit in commercial operations which may be 
opposed to the subsistence of all, or the defence of all. This 
particularly may happen to a small community in the neigh- 
bourhood of a large one. Establish an unlimited freedom of 
trade in the small community, the great one may ruin it by 
means of gold. In case of famine it might purchase all its 
provisions; at the approach of war, it might purchase all its 
arms.” 


These considerations led Bentham to a principle which is 
diametrically opposed to the absolutist postulates of Cobden and 
Bright : “‘ The conduct to be pursued . . . are infinitely diversified 
by the situation, the soil, the climate, and the extent of the 
country to which it may refer ” (III, 71). 

In view of such utterances the question arises whether Bentham 
the economist_and Bentham the philosopher were not at variance 
with each other on this point. Does not the principle of utility 
claim to be acknowledged as the only possible road to absolutely 
the best system of morals and legislation? Indeed, this is the 
case. But the watchword “ the greatest happiness of the greatest 
number ” indicates only a purely formal principle. It gives 
merely—to use a simile—the drawing to the picture of legislation ; 
its colours, however, necessarily vary from age to age, and from 
country to country. This is the tenor of Bentham’s Hssay on 
the Influence of Time and Place in Matters of Legislation. 
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Written by a man who was born in the eighteenth century, 
this essay, with its firm belief in the power of the legislator over 
society, displays strong traits of enlightenment and rationalism. 
But this is, after all, only to be expected : what is more important 
and quite unexpected is the fact that it exhibits at the same time 
the beginnings of the coming conquest of enlightenment and 
rationalism by romanticism. Bentham here shows himself in- 
fluenced by Montesquieu. 


“* Before Montesquieu,” he says, “a man who had a dis- 
tant country given to him to make laws for, would have made 
short work of it. Name me the people, he would have said, 
reach me down my Bible, and the business is done at once. 
The laws they have been used to, no matter what they are, 
mine shall supersede them : manners, they shall have mine, 
which are the best in nature; religion, they shall have mine 
too, which is all of it true, and the only one that is so!” 


But since Montesquieu such an absolutism is no longer 
possible : his doctrines have proved that the ideal legislator has 
fully to take into account the differences of time and space if he 
is to fulfill his mission. 

** Send the people, he will say, to me, or me to the people ; 
lay open to me the whole tenor of their life and conversation; — 
paint to me the face and geography of the country; give me 
as close and minute a view as possible of their present laws, 
their manners, and their religion ” (I, 173). 


Only on the basis of this geographical and sociological know- 
ledge can a really good and efficient code of law be formulated. 

The great thesis of the eighteenth century, that there is a 
natural system of right containing for all peoples and periods the 
best possible order of social life, was examined by Bentham, and, 
for the better part, rejected. Indeed, there is an eternal funda- 
mental principle of right elevated above all change, but the out- 
ward forms of right, the concrete laws, are subject to the same 
changes as all things human. 


“The same act which ought to be forbidden in one age 
and country, ought it to be forbidden in every other? Yes, 
and No; yes, if, in pronouncing the word act, we have in view 
a large and general class of acts : no, if a narrow and particu- 
lar one. The plain truth of the matter is this: there are 
certain acts which admit of laws, which, if worded in a certain 
manner, may stand good, and be equally applicable to all 
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places and times; while there are other acts for which no 
such laws can be devised. Under the former predicament 
come those acts, of which the name is included in a single 
word, such as murder. .. . But laws, while the expression of 
them is confined to terms so loose and extensive, will never 
be found precise and clear enough for use. The act thus 
vaguely described, must, before it can be thoroughly under- 
stood and perfectly distinguished, be broken down into 
species : the law relating to it must, accordingly, be broken 
down into a multitude of laws: the phrase, pure as it stands 
now, must be transformed into others, in which provisions of 
an expository, limitative, or exceptive nature will be neces- 
sary.... Now, of these qualifying provisions, some, it will 
be found, ought, in point of expediency, to be different in one 
country from what they are in another; different in the same 
country at one time from what they are at another: and this 
is the secret history of the universality and immutability of 
these universal and immutable laws.... Were I to choose 
to what I would attribute these magnificent prerogatives of 
universality and immutability, it should rather be to certain 
grounds of law, than to the laws themselves ”’ (I, 192 sq.). 


What is here said of the law-giver is true also, mutatis mutandis, 
of the law-finder : he who wishes to perceive the anonymous laws 
according to which social life is regulated must keep equally aloof 
from the errors of perpetualism and universalism as he who wishes 
to give the political laws according to which social life shall be 
regulated. 

If we descend from Bentham’s philosophy of law to his theory 
of knowledge and methodology, the same picture presents itself 
to us: Bentham’s doctrine was in all its parts a synthesis of 
rationalism and empiricism, but a synthesis in which the latter was 
much the stronger element. John Stuart Mill justly emphasised 
the fact that the perfection of the inductive method was Bentham’s 
most important contribution to modern philosophy. 


“ He brought into philosophy something which it greatly 
needed, and for want of which it was at a stand....He 
introduced . . . those habits of thought and modes of investiga- 
tion, which are essential to the idea of science; and the ab- 
sence of which made those departments of inquiry, as physics 
had been before Bacon, a field of interminable discussion, 
leading to no result.... Bentham’s method may be shortly 
described as the method of detail... .” 
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This method—the method of specialised observation—was, 
however, characteristic of the historical school and alien to 
classical economics. If it is true that thinkers are to be classified 
by their methods—and nothing expressed the contrast of opinions 
more sharply than the famous “‘ Methodenstreit ’’ between Menger 
and Schmoller—Bentham must be regarded as a representative of 
the intellectual type Comte-Schmoller, and not as a representa- 
tive of the intellectual type Ricardo—-Menger. The maxim, “which 
noone before Bentham ever so consistently applied,’’ was, according 
to Mill (Dissertations and Discussions, 1859, I, 339 sq.), the thesis 


“ that error lurks in generalities : that the human mind is not 
capable of embracing a complex whole, until it has surveyed 
and catalogued the parts of which that whole is made up; 
that abstractions are not realities per se, but an abridged 
mode of expressing facts, and that the only practical mode 
of dealing with them is to trace them back to the facts 
(whether of experience or of consciousness) of which they are 
the expression.” 


This creed is more than similar to the basic concept of 
Schmoller—it is identical with it. Both endeavoured to replace 
the “ ratiocination from premisses adopted on a mere rough view ” 
by “a real inductive philosophy.”’ However Held, the champion 
of historism, may have judged, both were links in the long chain of 
the development of empiricism which reaches from Bacon, and, 
indeed, from Plato, down to the present day. 

“‘ Observation and experiment compose the basis of all know- 
ledge” (VIII, 424). Even the doctrines of political economy 
must therefore be won by a thorough investigation of the facts. 


“* To allow no more weight to examples that fall close under 
our eyes than to those which have fallen at ever so great a 
distance,’ Bentham says (III, 28), ‘‘ to suffer the judgment 
on no occasion to indulge itself in the license of a too hasty 
and extensive generalization—these are laws, the complete 
observance whereof forms the ultimate, and hitherto perhaps 
for ever, ideal term of human wisdom.” 


But Schmoller’s school not only taught that the economic 
system was changed by time, they also demanded that it should 
be changed by man. They not only rejected the absolutism, but 
also the fatalism, of Ricardo. The historical and ethical elements, 
economic history and social reform, are indissolubly combined in 
their thought. - In this respect, too, Bentham occupied a parallel 
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position: while classicists and neo-classicists wanted to make 
economic theory, after the model of the physical sciences, sub- 
servient to pure strife after knowledge, Bentham, like the “ social- 
ists of the chair’ in later days, aimed at knowledge only for the 
sake of practical purposes—for the advancement of social welfare. 


“ Political economy,’ he says (III, 33), “is at once a 
science and an art. To Adam Smith, the science alone has 
been the direct and constant object in view: the art the 
collateral and occasional one. The value of the science 
[however] has for itr ~‘ficieot cause and measure, its sub- 
serviency to the art 


Even the great kisi 4. sim of the “ socialists of the chair,” 
the raising of the working class by State aid, was shared by 
Bentham, the alleged Manchester-liberal. He taught, indeed, 
that, in view of the attainment of the maximum of happiness, 
the State did best to refrain from all interference, but only “ in 
so far as this more general end is promoted by the production of 
the maximum of wealth ”’ (ibid.). Under a different aspect its 
activity may appear justifiable; material riches are not, after all, 
the highest good. ‘‘ Comfort, including security, is the immediate 
and only direct object in any estimate with me—and wealth only 
in so far as it contributes to comfort” (80). Social legislation 
ought, therefore, at times to take precedence over the interests 
of production : 


“Tt is true... that what ought not to be done with the 
intention of supporting an unprofitable branch of trade, may 
yet be proper for preventing the ruin of the workmen actually 
employed in such business: but these are objects entirely 
distinct ” (60). 


And in a positive sense : 


“ If a bounty upon production could be justified, it would 
seem that it ought to be so in the case where the article thus 
favoured was an article of general consumption—as corn in 
England, oats in Scotland, potatoes in Ireland, and rice in 
India : but it would only appear so as a means of producing 
equality, not under any other point of view ” (61). 


Even before Robert Owen, Bentham demanded State aid for the 
unemployed. He advocated “ establishments for the occasional 
maintenance and employment of the able-bodied among the poor, 
viz., of such by whom either the one or the other is unobtainable 














590 THE ECONOMIC JOURNAL [DEC. 


from the ordinary sources ”’ (III, 72 sq.)—a postulate which would 
never have been put forward by a real Manchester man. 

In his Principles of the Civil Code, Bentham even developed 
a theoretical justification of social legislation by vindicating it 
against the principle of laissez-faire. 


“In the highest state of social prosperity, the great mass 
of citizens will have no resource except their daily industry ; 
and consequently will be always near indigence... . This 
aspect of society is the saddest.of all.... There are only 
two means, independently of the laws, of making head against 
these evils, viz., savings and voluntary contributions. If 
these two resources would always suffice, we ought, by all 
means, to avoid any legal interference.... But a slight 
examination will be enough to convince us that the two means 
of succour, independent of the laws, are not sufficient. With 
respect to savings—if the greatest efforts of industry will not 
suffice for the daily support of a numerous class, how can 
that class lay by for the future?...In the division of 
voluntary contributions, the lot of the honest and virtuous 
poor is seldom equal to that of the impudent and obstreperous 


beggar....It seems to me, after these observations, that 


we may lay it down as a general principle that the legislator 
ought to establish a regular contribution for the wants of 
indigence . . .”” (ed. Ogden, 127 sq.; Bowring I, 314 sq.). 


It is the principle of State aid which is here proclaimed, the 
principle of a conservative social policy—not the principle of self- 
help characteristic of liberalism. It is true that Bentham shared 
the view that there should be no interference with the sphere of 
the individual. Viewed from the economic standpoint, liberty and 
security of property are the highest good. But there are higher 
values than those of economy : 


“ The title of the indigent as indigent is stronger than the 
title of the proprietor of superfluities as proprietor. For the 
pain of death, which would presently fall upon the starving 
poor, would be always a more serious evil than the pain of 
disappointment which falls upon the rich when a portion of 
his superfluity is taken from him ”’ (132, 316 respectively). 


Genuine social policy ought to take precedence over the in- 
violability of private property—such was Bentham’s conviction. 
In view of all this it cannot be doubted that Held’s judgment 
on Bentham must be regretted as superficial and false. Held saw 
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only the weaker rationalist element, not the stronger empiricist 
element in Bentham’s thought. Thus he branded a man as an 
adversary of his school, who, in reality,-had been a predecessor. 

One circumstance, however, makes this attitude intelligible. 
It is not easy to perceive Bentham’s influence on the generation 
which governed international economic thought between 1840 and 
1870, for this influence was only indirect, operating through two 
middlemen, Simonde de Sismondi and Karl von Savigny. They 
developed the germs of the inductive-historio-ethical concept 
which are to be found in Bentham, and thus became the bridge 
between him and men like Cliffe Leslie and Wilhelm Roscher. 

It was Etienne Dumont, Bentham’s tireless editor and en- 
thusiastic apostle, who introduced his fellow-countryman Sismondi 
to the intellectual world of utilitarianism. In a “ Notice nécro- 
logique ” on this great philanthropist which appeared in the year 
1829 in the Revue Encyclopédique, Sismondi, indeed, expressly re- 
jected Bentham’s philosophy; but his writings clearly prove how 
deeply he had been influenced by it. ‘“‘ The science of govern- 
ment,” run the first words of his Nouveaux principes d’ économie 
politique, ‘‘ proposes, or should propose as its aim, the happiness 
of men united in society. It seeks for the means of assuring them 
the greatest possible felicity compatible with their nature; it seeks 
at the same time those means which make participate in that 
felicity the greatest possible number of individuals’ (1819, 1). 
Thus Sismondi’s starting-point was the same as Bentham’s, the 
greatest-happiness principle, and it is only natural that they 
arrived at the same fundamental convictions. Thus in eco- 
nomics : 

“We consider political economy ...as being essentially 
the science of government ...the quest for the means by 
which the greatest possible number of men in a given commu- 
nity may participate in the greatest possible degree in the 
physical well-being which depends on government ” (Etudes 
sur V Economie politique, II, 1838, 238; Nouveaux principes, 
II, 248). 


This similarity of opinion is also manifest in the basic socio- 
logical concept: ‘A nation is nothing else than the union of 
the individuals of whom it is composed ” (Nouveaux principes, I, 
231). And even in methodology both show the same disinclination 
towards generalisations: ‘It is in the details that it is essential 
to study human conditions” (Htudes I, IV). These utterances 
of Sismondi, to which many others could be added, are reminiscent 
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not- only of Bentham’s thought, but often even of Bentham’s 
words. 

But even in the one respect in which he is generally credited 
with definite originality, in the theory of crises, Sismondi must 
be regarded as a disciple of Bentham. Sismondi’s most important 
thesis states that the growing mechanisation of industry in one 
act increases the productive capacity, and decreases the consump- 
tive capacity, of society. The same idea had already been 
expressed by Bentham : 


“The advantage of machines” he said (III, 67, 39), 
* consists in the increased efficacy of labour... . Ifa manu- 
facturer found himself thus in a condition to execute, with 
one thousand workmen, what had heretofore required two 
thousand, it appears, at first sight, that the natural result 
would be, that he would employ the two thousand workmen 
to produce the double quantity of work. But unless his 
pecuniary capital be augmented, it will be impossible for 
him to employ the same number. The new machines, the 
new warehouses required for this increase of produce, require 
a proportionate increase of capital. The most ordinary case, 
therefore, will be the reduction of the number of workmen; 
and, as respects them, the consequence is a temporary 
distress.” 


It was this idea whose implications Sismondi later developed. 

While it is easy to prove Bentham’s influence on French 
thought, it is much more difficult to show his influence on German 
historism. Fr. K. v. Savigny was here the medium. Although 
a jurist, he deeply influenced German economic thought; it was 
the application of his mode of thinking to economic phenomena 
which determined Wilhelm Roscher to break away from the 
tradition of abstract and deductive economic theory. Now, the 
influence of the English Tory theoreticians on Savigny is beyond 
doubt, and besides Burke, Bentham, too, must here be named in 
the first place. 

The conquest of the law of nature completed by Savigny had 
been begun by Bentham. He rejected and opposed the sentence 
of the French Declaration of Rights, that “‘ the end in view of 
every political association is the preservation of the natural and 
imprescriptible rights of man ” as an “ anarchical fallacy.” 


“There are no such things as natural rights. ... Who is 
this same Queen Nature, who makes such stuff under the 
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name of laws? In what year of her own, or anybody else’s 
reign, did she make it? and in what shop is a copy of it to 
be bought, that it may be burnt by the hands of the common 
hangman, and her majesty well disciplined at the cart’s 
tail? ” (II, 500 sq., 598). 


But is the agreement between the older Bentham and the 
younger Savigny not confined to their negative views? Is there 
not a contradiction between them in their positive principles ? 
What gives Savigny’s famous pamphlet, Vom Beruf unserer Zeit 
fir Gesetzgebung und Rechtswissenschaft, its general importance is, 
according to Rudorff, his disciple (Zeitschrift far Rechtsgeschichte, 
1863, I, 35), “‘ the new doctrine of the creation of the civil law not 
alone by the legislation of the State, as it passed for an article of 
faith with the older school, the Macanaz and Bentham, but 
originally and predominantly by the national consciousness.” 
This new doctrine, far from being irreconcilable with Bentham’s 
ideas, is in fact contained in his works: only that Bentham con- 
ceived the national consciousness not as the expression of a 
mystical national spirit, but as the product of the historical 
national experience. The contrast only pertains to idealism and 
materialism, not to rationalism and historism. 

Particularly interesting in this connection is what Bentham 
says on the rise of the law of obligations : 


“In their origin, all services must have been free: it is 
only by degrees that the laws have intervened to convert the 
more important into positive rights. It is thus that the 
institution of marriage has converted into legal obligations the 
connexion which formerly was voluntary. ... The same plant 
might grow in the common, and even be protected by certain 
conventions ; but it would always be subject to more hazards 
than in this particular boundary traced by the law, and 
guaranteed by the public force” (I, 338). 


Thus the “ duties purely social ” precede the “ political duties,” 
and the “ legislative code ” only defines with more precision what 
the “ moral and social code” had already ordained. Even the 
origin of the State is explained in a similar vein : 


** Government supposes the disposition to obedience .. . 
this disposition may have had for its cause either habit or 
convention. . . . Habit is the result of a system of conduct 
of which the commencement is lost in the abyss of time ” 
(III, 219). 











594 THE ECONOMIC JOURNAL [DEO. 


The idea of a social contract, however, is rejected in another 
connection as a “ chimera” (I, 268). 

Lastly, the fundamental idea of Savigny’s historical school— 
the idea of the relativity of law—was equally present in Bentham. 
He did not favour the transmission of institutions of a more highly 
developed and better-organised country to a younger and more 
primitive territory. 

“It may happen,” he says (I, 178), “ that the law which 
prevails in the country to be regulated, shall be better for 
that country than it would be in the standard country : while 
the law that obtains with relation to the same point in the 
standard country, is better for that country than it would be 
in the country to be regulated.” 


This relativism provides him also with the key to an under- 
standing of the past. What is nonsense to-day must once have 
been sense. In this vein he explained the historical privilege of 
the aristocracy : 


“To the peers, their right of being tried by their own 
body in capital cases was of use when peers were in a state 
of perpetual hostility with the crown, and juries were at its 
devotion. It is now a burthen to the nation and of use to 
nobody, unless it be to the Lord Chamberlain, and to make 
a raree-show ” (IV, 321). 


And as legal institutions have only relative value, so legal 
ideas : 

“ As to the Original Contract . . . and other fictions, there 
was once a time, perhaps, when they had their use. With 
instruments of this temper, I will not deny but that some 
political work may have been done, and that useful work, 
which, under the then circumstances of things could hardly 
have been done with any other. But the season of Fiction 
is now over...” (I, 268 sq.). 


The age of positivism, so we may complete the argument, has 
arrived—the age of positivism, which took its origin in men like 
Bentham and reached its perfection in men like Schmoller and his 
school. 


“When we reflect upon the series of events which... 
constitute the production, the distribution, and the con- 
sumption of wealth...it becomes at once evident, that 
whatever may be the natural laws which govern each of these 
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phenomena, the thing governed is the mutual relation, direct 
or indirect, of two simultaneous events, one occurring in the 
province of human nature, and the other in the external world. 
. . » It will probably be found, on a reference to the best 
treatises of Political economy, that the physical conditions of 
matter with which the science is concerned, have alone been 
hitherto investigated. . . . There appear to remain still un- 
explored . . . the mental conditions of the subject. .. .” 


In these words Richard Jennings described in 1855 (Natural 
Elements of Political Economy, 9 sq.) what Ricardo and Mill had 
done in the past, and predicted what Jevons and Menger were to 
do in the future. In either field, in the description of the extra- 
human as well as in the analysis of the inner-psychic phenomena, 
Jeremy Bentham achieved fundamental results: not only Ricardo 
and Mill, but also Jevons and Menger had to learn from him. 

From Bentham’s main axiom, according to which man must be 
conceived as a pleasure-seeking and pain-fleeing animal, it not 
only follows that all his actions, but equally that all his ideas, must 
be interpreted in the light of the basic sensations. Psychology, 
in the hedonist form in which Bentham envisaged it, is therefore 
the basis of the system of sciences: all other disciplines, the 
Chrestomathia teaches, must grow out of, and harmonise with, 
its perceptions. 

“ Directly or indirectly, well-being ...is the subject of 
every thought. . . . Constantly and unpreventably it actually 
is so. ... This being admitted, Eudemonics . . . may be 
said to be the object of every branch of art and the subject 
of every branch of science. . . . Eudzmonics [in a narrower 
sense] is the art of well-being. Necessary to well-being is 
being. In every part, therefore, of the common field, con- 
comitant and correspondent to Eudzemonics considered as an 
art, runs Ontology, considered as a science ” (VIII, 82 sq.). 


But the social sciences which include theoretical and practical 
economics not only serve, like all branches of knowledge, the 
maximation of happiness, but they are, in addition, directly con- 
cerned with its determinants, the feelings of pleasure and pain; 
within the special—Bentham says in his bizarre terminology : 
idioscopic—ontology they do not belong to the somatoscopic (i.e., 
body regarding), but to the pneumatoscopic (.e., mind regarding) 
class; and within pneumatoscopic ontology again not to the 
nooscopic (i.e., intellectual faculty regarding) but to the patho- 
scopic (i.e., sensitive faculty regarding) group. Thus already 
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Bentham’s doctrine of the system of sciences, and of the position 
of the social disciplines in it, makes the postulate of choosing the 
analysis of the individual psyche as starting-point for the analysis 
of all economic phenomena. . 

But Bentham did more than that. ‘‘ The whole of our actions 
in industry and trade,” says Stanley Jevons, developing the 
foundations of his Theory of Political Economy (ed. 1931, 10), 
“depend upon comparing quantities of advantage and dis- 
advantage.”’ This important statement implies two propositions 
which constitute the whole difference between classicism and neo- 
classicism : first, the demand that economic science must build 
on the foundations of psychology, because the comparison in 
question is an act of the human mind; and secondly, that eco- 
nomic science is mathematical in character and must be so 
consciously, for it is always concrete magnitudes which dre being 
weighed against each other. Both theses on which the whole 
edifice of the doctrine rests, sprang, as Jevons well knew, from 
Bentham’s philosophy. 

The first proposition contained in Jevons’s dictum, according 
to whick all economic actions result from a calculus of gain and 
loss, is, in fact, only a special case of the general law which Bentham 
had formulated, according to which all actions without distinction 
are determined by a calculus of the feelings of pleasure and pain 
to be expected. “ Pleasure and pain,” he says (I, 1), “ govern 
usin all wedo.”’ All human actions have a motive, and all motives 
have a feeling of pleasure or pain for their basis. We act always 
so as to procure ourselves a feeling of pleasure or to ward off a 
feeling of pain. 


“ To take an exact account, then, of the general tendency 
of any act... proceed as follows: sum up all the values of 
all the pleasures on the one side, and those of all the pains on 
the other. The balance, if it be on the side of pleasure, will 
give the good tendency of the act upon the whole, with respect 
to the interests of that individual person; if on the side of 
pain, the bad tendency of it upon the whole ” (I, 16). 


According to the result of the computation, the act is under- 
taken or omitted. Any practical judgment of man, the moral no 
less than the economic, is therefore simply a judgment on (positive 
or negative) quantities of pleasure. 

This leads us to Jevons’s second proposition : to the question 
whether and how the basic feelings can be comprehended in their 
magnitude. The best Bentham experts disagree as to whether 
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Bentham regarded pleasure and pain as measurable: Leslie 
Stephen asserts that he did and points to the same utterance of 
the great utilitarian from which Oskar Kraus deduced the oppos- 
ite conclusion (cf. The English Utilitarians, I, 1900, 250; Die 
Werttheorien, 1937, 106 and 383). But however this may be,? it 
cannot be doubted that Bentham thought a doctrine of the magni- 
tude, or value, of pleasures and pains possible on which Jevons 
could later build. 

An objective comprehension of the psychic magnitudes would 
make economic theory an exact science. It is a mathematical 
discipline even without it : 

“We only employ units of measurement in other things 
to facilitate the comparison of quantities,” Jevons explains 
(l.c.,128qg.). ‘“‘ And if we can compare the quantities directly, 
we do not need the units. . . . Now the mind of an individual 
is the balance which makes its own comparisons, and it is the 
final judge of quantities of feeling. . . . Even if we could 
compare the feelings of different minds, we should not need 
to do so. ... The motive in one mind is weighed only 
against the motives in the same mind, never against the 
motives in other minds. . . . Hence the weighing of motives 
must always be confined to the bosom of the individual.” 

But as a people is only an “ aggregate of individuals ’’—here 
appears an atomistic sociology which Jevons and Menger equally 
received frm Bentham—this psychic comparison of advantage 
and disadv untage, gain and loss, pleasure and pain, is decisive also 
for the sucio-economic actions, and its analysis for the understand- 
ing of the whole economic system. 

This analysis of the individual psyche was undertaken by 
Bentham. In us, he teaches, pleasure and pain appear and act 
as definite magnitudes. ‘‘To a certain person, considered by 
himself,” he says (I, 16), “‘ the value of a pleasure or pain, con- 
sidered by itself, will be greater or less, according to the four 
following circumstances: (1) Its intensity. (2) Its duration. 
(3) Its certainty or uncertainty. (4) Its propinquity or remote- 
ness.”” Present feelings, therefore, have two dimensions : 

“ The magnitude of a pleasure is composed of its intensity 
and its duration : to obtain it, supposing its intensity repre- 

1 The solution of the problem seems to lie in the following sentence : 

** Considered with reference to an individual, in every element of human 
happiness ...the dimensions of value...are four: Intensity, duration, 
propinquity, certainty.... Of these... the first, it is true, is not susceptible 


of precise expression : it not being susceptible of measurement. But the... 
others are’’ (IV, 542). 
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sented by a certain number of degrees, you multiply that 
number by the number expressive of the moments or atoms of 
time contained in its duration. Suppose two pleasures at the 
same degree of intensity—give to the second twice the duration 
of the first, the second is twice as great as the first” (IV, 540). 


This is a solid basis, on which it is well possible “to apply 
arithmetical calculations to the elements of happiness ”’ : 


“ The quantity or degree of well-being experienced during 
any given length of time is directly as the magnitude (i.e., 
the intensity multiplied by the duration) of the sum of the 
pleasures, and inversely as the magnitude of the sum of the 
pains experienced during that same length of time ”’ (VIII, 
82). 


The doctrine of the dimensions of pleasure and pain Bentham 
described as an “ application of arithmetic to questions of utility ” 
(IV, 542). With the same words one could characterise the 
economic teachings of Jevons and Menger, Walras and Clark. 
Bentham’s philosophical and psychological theory of value has 
been the root from which their economic theory of value has 
sprung. 

But not only as a philosopher, even as an economist Bentham 
prepared the utility theory of value. He viewed and formed the 
notions of economic science in a subjectivist sense. Most interest- 
ing in this connection is his doctrine of the factors of production, 
even though it remained undeveloped. ‘“‘ For the development of 
industry,” he says (I, 310), “the union of power and will is re- 
quired.” In another place he makes a more elaborate distinction : 
he divides power in the wider sense of the word into knowledge, 
i.e., ‘ power so far as it depends upon the mental condition of the 
party whose power is in question,” and power in the narrower 
sense, which “‘ depends upon the state and condition of external 
objects.” “ Power, knowledge, or intelligence, and inclination : 
where these requisites concur on the part of him on whom the 
production of the desirable effect in question depends, it is pro- 
duced; when any one of them is wanting, it is not produced ” 
(III, 34). Compared with Smith’s doctrine of the factors of pro- 
duction, this conception is the purest subjectivism: not the 
objective categories land, labour and capital are distinguished, 
but subjective categories: the power of man over the forces of 
nature (in soil and capital goods), the knowledge how to use this 
power and the will to do it. 
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In a similar subjectivist and psychological vein Bentham 
interpreted also exchange : 


** Some advantage results from every exchange. Other- 
wise such exchange would not be made. . . . This advantage 
for each of the contracting parties is the difference between 
the value which they put upon what they give up and the 
value of what they acquire. . . . In each transaction of this 
kind there are two masses of new enjoyments ” (III, 70, ef. 
also I, 330 sq.). 


Most strongly manifest is Bentham’s subjectivism in his con- 
cept of value. “ Value is subserviency to well-being—Value is 
subserviency to use” (III, 36, 39). With these definitions 
Bentham from the very beginning takes a course different from 
that of Smith and Ricardo. He makes, indeed, the traditional 
distinction between value-in-exchange and value-in-use, but it is 
the latter concept which he regards as the more important. 


“Value may be distinguished into (1) General, or say 
value in the way of exchange, and (2) Special, or say idio- 
syncratical—value in the way of use in his own individual 
instance. . . . The value of a thing in the way of exchange 
arises out of, and depends altogether upon, and is proportioned 
to its value in the way of use:—for no man would give anything 
that had a value in the way of use in exchange for anything 
that had no such value” (IIT, 226). 


While Ricardo and Marx make the value-in-use only the pre- 
supposition of value-in-exchange, it is with Bentham also its 
source and its measure—just as later with Jevons and Menger. 

Another of the most typical doctrines of the Austrians is 
equally foreshadowed in Bentham: Béhm-Bawerk’s theory of 
interest. The thesis that present things are more highly valued 
than future things is an essential part of Bentham’s doctrine of 
the value of sensations (cf. supra, point 4: Propinquity and 
remoteness). “‘ Putting money out at interest,” he says (III, 4), 
“is exchanging present money for future.” But “a given sum 
is worth the less, as the time for receiving it is more distant ” (ITT, 
143). Hence the necessity of interest. 


“The magnitude of a pleasure,” we read in another place 
(IV, 340), “‘ supposing it present, being given, the value of 
it, if not present, is diminished by whatever it falls short of 
being present. .. . Take... two sums of the same magni- 
tude, say 20 pounds, the one sum receivable immediately, the 
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other not till at the end of ten years from the present time, 
interest of money being (suppose) at five per cent. The 
value of the second sum will be but half that of the first.” 


The same train of thought in opposite direction gives Béhm- 
Bawerk’s fundamental idea. 

But Bentham not only prepared the theory of marginal 
utility ; he even pronounced it. The psychological facts on which 
it rests were known to the time. “ Pleasures, by repetition, lose 
their relish,’ wrote Paley in 1785 (The Principles of Moral and 
Political Philosophy, ed. 1814, I, 24). ‘It is a property of the 
machine for which we know no remedy, that the organs, by which 
we perceive pleasure, are blunted and benumbed by being 
frequently exercised in the same way.” In this vein Bentham 
investigated in his “ Pathological Propositions upon which the 
Good of Equality is founded” (Ogden, 102 sq.; Bowring I, 304 
sq.) “‘ the effect of a portion of wealth when it enters for the first 
time into the hands of a new possessor,” and expresses in this 
connection the idea of the margin: “The portion of wealth may 
be so far divided as to produce no happiness at all for any of the 
participants. This is what would happen, rigorously speaking, if 
the portion of each was less in value than the smallest known 
coin.”” The smallest coin is accordingly to be regarded as the 
marginal value. 

The law that marginal utility decreases if the quantity of a 
commodity increases was equally formulated by Bentham : “ The 
loss of a portion of wealth will produce, in the total happiness of 
the loser, a defalcation greater or less, according to the proportion 
of the part lost to the part which remains ” (Ogden, 106; Bowring, 
306). Or, in another context : 


“* How indubitable soever the title may be, of any object 
to be considered as belonging to the list of these . . . causes 
[or sources of pleasure], the magnitude of the pleasure pro- 
duced by it does not increase in so great a ratio as that in 
which the magnitude of the cause increases. Take, for 
instance...money. Take thereupon any individual: give 
him a certain quantity of money, you will produce in his mind 
a certain quantity of pleasure. Give him again the same 
quantity, you will make an addition to the quantity of his 
pleasure. But the magnitude of the pleasure produced by 
the second sum will not be twice the magnitude of the 
pleasure produced by the first. While the sums are small, 
the truth of this position may not be perceivable. But let 
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the sums have risen to a certain magnitude it will be aitogether 
out of doubt. . . . As it is with money, so is it with all other 
sources or causes of pleasure ’’ (IV, 541). 


And lastly, more clearly still, in a third place : 


“ The effect of wealth in the production of happiness goes 
on diminishing, as the quantity by which the wealth of one 
man exceeds that of another goes on increasing: in other 
words, The quantity of happiness produced by a particle of 
wealth (each particle being of the same magnitude) will be less 
and less at every particle : the second will produce less than the 
first, the third than the second, and so on” (III, 229). 


In this connection Bentham makes an interesting remark : 


“It is to this head that the evils of deep play ought to 
be referred. Though the chances, so far as relates to money, 
are equal, in regard to pleasure they are always unfavourable. 
I have a thousand pounds. The stake is five hundred. IfI 
lose, my fortune is diminished one-half; if I gain, it is in- 
creased only by a third. Suppose the stake to be a thousand 
pounds. If I gain, my happiness is not doubled with my 
fortune; if I lose, my happiness is destroyed.” 


This remark is interesting because already a considerable time 
before Bentham similar ideas had been developed on a similar 
example: by the Swiss mathematician Daniel Bernoulli. It is 
probable, though it cannot be proved, that Bentham knew the 
Specimen theoriae novae de mensura sortis (published 1738), which 
Keynes rightly describes as “ the first explicit attempt to take 
account of the important conception known to modern economists 
as the diminishing marginal utility of money” (A Treatise on 
Probability, ed. 1929, 318). More interesting than the question 
if Bernoulli influenced Bentham is, however, at any rate in our 
context, the question if Jevons and Menger were influenced by 
Bentham—a question which it is simple to answer with respect 
to Jevons, and difficult with respect to Menger. 

Stanley Jevons in his Theory of Political Economy quotes 
Bentham several times. But—although the Codification Proposal 
is mentioned in one place (/.c., XX VI)—he depended only on the 
Principles of Morals and Legislation, in which there is hardly any 
allusion to the law of decreasing marginal utility. 

Nevertheless, it is no exaggeration to say that Bentham, or 
rather Benthamism, was the source from which the theory of 
marginal utility sprang. Jevons and his contemporaries lived in 
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an atmosphere charged with sensationalist psychology and utili- 
tarian ethics which both came from the great man of Queen’s 
Square Place; it is only natural that they drew parallel economic 
conclusions from identical philosophical propositions. ‘‘ No... 
extinction has yet overtaken Bentham,” Sidgwick wrote in 1877. 
“ His system is... an important element of our current political 
thought; hardly a decade... has elapsed since it might almost 
have been called a predominant element ” (Miscellaneous Essays 
and Addresses, ed. 1904, 135). And Sidgwick is a competent 
witness : his own life-work had its roots in Bentham’s doctrines. 
When twenty-three years old, he told his friend Dakyns in 1862 : 
“T think I see a reconciliation between the moral sense and utili- 
tarian theories” (A Memoir by A.S. and E.M.S., 1906, 75). All 
he wrote in later years is admirably summed up in these words. 
And as England’s leading philosopher drew his ideas from the 
deep well of Bentham’s thought, so did England’s leading 
economist. When, in his criticism of Jevons, Marshall described 
it as “‘a familiar truth that the total utility of any commodity is not 
proportional to its final degree of utility ” (Memorials, ed. Pigou, 
1925, 95), he can only have thought of Bentham and Bernoulli, 
and no one else. 

However, the theory of marginal utility is not the work of 
Jevons alone. The names of Marshall and Edgeworth should 
never be separated from his when the rise of modern economics 
is considered. To prove our thesis we have therefore to establish 
the influence of Bentham on the two great pioneers of Cambridge 
and Oxford. 

As far as Edgeworth is concerned, this is no difficult task. 
Edgeworth’s economic doctrine is an application of Sidgwick’s 
psychological theory. ‘‘ Sidgwick,” says the index to his New 
and Old Methods of Ethics (1877, 92), “‘ quae pars non plena ?” 
His fundamental conceptions: are radically Benthamite : 


“The first principle of economics is that every agent is 
actuated only by self-interest. . . . The principal inquiries in 
social science may be viewed as maximum-problems. . . . As 
electro-magnetic force tends to a maximum energy, so also 
pleasure force tends to a maximum energy ” (Mathematical 
Psychics, 1881, 16, 6, 13). 


It is to him an axiom that “ all pleasures are commensurable ; 
so much of one sort of pleasure felt by one sentient being equateable 
to so much of other sorts of pleasure felt by other sentients ”’ (59 
8q.). But here his adherence to Bentham’s egalitarianism stops 
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short. In fact, he fought “ the democratic or isocratic tendencies 
implicit in utilitarianism ”’ and expressed himself “in favour of 
aristocratical privilege—the privilege of man above brute, of 
civilized above savage, of birth, of talent, and of the male sex ” 
(117, 77). 

“ Tf sentients differ in capacity for happiness,” he suggests, 
implying that this is the case, “ under similar circumstances 
some classes of sentients experiencing on an average more 
pleasure (e.g., of imagination and sympathy) and less pain 
(e.g., of fatigue) than others—there is no presumption that 
equality of circumstances is the most felicific arranzement. . . . 
Supposing the number of distributees fixed, and... a fixed 
distribuend, might not the sum-total of happiness be greatest 
when the greatest part of the sum-total, or at any rate larger 
portions, were held by a few? . . . The principle of greatest 
happiness may have gained its popularity, but it lost its 
meaning, by the addition ‘ of the greatest number’ ”’ (VII, 
118). 


It is a surprising fact that Alfred Marshall, although likewise 
under Sidgwick’s influence, accepted exactly those tenets of 
Benthamism which Edgeworth rejected, and vice versa. ‘‘ The 
solution of economic problems was for Marshall not an application 
of the hedonistic calculus,” Keynes states in his classical apprecia- 
tion of the master (Memorials, 9), while it was just this to Edge- 
worth. In fact, Marshall was most definite on this point. 


“Whenever we get a glimpse of the economic man,” he 
asserts (/.c., 160 sq.), “he is not selfish. . . . If we analyse 
all the infinite variety of motives that are commonly grouped 
together under the term ‘ love of money’ we see that they 
are of all kinds. They include many of the highest, the most 
refined, and the most unselfish elements in our nature.” 


Of course, Marshall admitted that egoism was an important 
spring of action; but there are other motives, he held, that must 
equally be acknowledged : above all “‘ hot impulses ”’ and “ com- 
bative instincts ’” (212). And as he rejected Bentham’s doctrine 
that self-love is the only psychic motive, so he declined the thesis 
that pleasure is the only real aim of men. He urged that know- 
ledge and work (as “ the healthy exercise of faculties ’’) are also 
values of a primary character, ends desired for themselves (106, 
115). Nor did he accept the maximisation of enjoyment as the 
summum bonum : “ A deep full character is the only true source 
of happiness ” (345). 
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But, for all that, Marshall was not less convinced that Ben- 
tham’s proposition as to the diminishing marginal utility of money 
with increasing quantity was an undeniable truth of fundamental 
importance to economic analysis. “The same sum of money 
measures a greater pleasure for the poor than for the rich,” he 
stated in his inaugural lecture at Cambridge, and in 1917, many 
years after his retirement, he wrote: “ The happiness of the rich 
does not exceed that of the poor nearly in proportion to the differ- 
ence in their commands of material wealth” (162, 347). This 
view makes Marshall a Benthamite. Personally, he would not 
have liked this statement : he purged his books consistently from 
all references to the philosopher who had come to be despised 
as the apostle of egoism. Discussing the connection between 
the size of income and the amount of pleasure derived from it, 
the first edition of the Principles had quoted Bentham as an 
authority ; the second edition no longer does so. The second and 
third editions contain the following admission: ‘‘ The notion of 
Consumers’ Rent was suggested to the present writer by a study 
of the mathematical aspects of demand and utility under the 
influence of Cournot, von Thuenen and Bentham ”’ (book III, 
chap. VI, 3). This passage disappeared in the fourth edition. 
Indeed, even the word pleasure was eliminated because it was 
too utilitarian : its place was taken by the terms benefit, gratifica- 
tion, and, above all, utility. But all this does not change the 
facts. Can there be a clearer confession of Benthamism (if not 
of indebtedness to Bentham) than the following words of Marshall ? 


“Wealth exists only for the benefit of mankind. . . . Its 
true measure lies only in the contribution it makes to human 
well-being. Now, when bricks and sand and lime and wood 
are built up into a house, they constitute a greater aggregate 
of wealth than they did before, even though their aggregate 
volume is the same as before : and, if the house is overthrown 
by an earthquake, there is indeed no destruction of matter, 
but there is a real destruction of wealth, because the matter is 
distributed in a manner less conducive to human well-being. 
Similarly, when wealth is very unevenly distributed, some 
have more of it than they can turn to any very great account 
in promoting their own well-being; while many others lack 
the material conditions of a healthy, clean, vigorous, and 
effective family life. That is to say the wealth is distributed 
in a manner less conducive to the well-being of mankind than 
it would be if the rich were somewhat less rich, and the poor 
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were somewhat less poor: and real wealth would be greatly 
increased, even though there were no change in the aggregate 
of bricks and houses and clothes and other material things, 
if only it were possible to effect that change without danger 
to freedom and to social order and without impairing the 
springs of initiative, enterprise and energy ” (366). 


It is far more difficult to prove Bentham’s influence on Menger. 
We do not possess any tangible indication, and it has even been 
asserted that there was no connection between them (Boucke, 
The Development of Economics, 1921, 260). But this is going too 
far. It is not possible here to follow the chain of thinkers which 
links the two men. Beneke and Bolzano, Herbart and Lotze, 
can only be mentioned in passing. It must suffice to consider 
briefly the most important personality that stands between 
Bentham and Menger: Gustav Theodor Fechner. 

Fechner published in the year 1846 a small essay, Uber das 
héchste Gut, which can be described as a paraphrase of Bentham’s 
ideas. Apart from a more positive attitude towards God and 
Christianity, it contains no thought that could not be found in 
one of Bentham’s works,! and thus even the thesis of the decreas- 
ing marginal utility of money with increasing riches is not wanting. 
“A means of pleasure heaped beyond a certain degree on one 
individual never produces so much pleasure as divided among 
several people,” we read (ed. Platz, 1923, 64, 55). For it is a 
fact “‘ that the first penny weighs heavier in pleasure than the 
twenty-fifth.” 

This psychological observation made by Bentham has the same 
factual foundation as the physiological perception propounded 
by Weber, which is generally known as the “ basic law of psycho- 
physics.” Weber teaches: “ The relation of the increase of 
stimulus at which an increase of the sensation is just taking place, 
to the initial stimulus is constant.”” That is to say: the greater 
any given stimulus, the greater must be the increase of that 
stimulus to become perceivable. What is this but Bentham’s 


1 The agreement reaches at times even a parallelism in the very wording. 
The following corresponding passages prove that Fechner must have known 
Bentham: Fechner 11, 30-31—Bentham IX, 123 (only hedonism is a clear 
principle of morals, since everybody knows what happiness is); Fechner18— 
Bentham II, 537 (only in one point all men agree, the longing for happiness) ; 
Fechner 34-35—Bentham I, 48, 211 (there is no motive that has not the pro- 
duction of a pleasure or the suppression of a pain for its end); Fechner 38— 
Bentham II, 537 (men are led to realise that the greatest and truest happiness 
can only be secured by working for the happiness of all), etc. Cf. also Fechner’s 
conception of value (Vorschule der Aesthetik, 2nd ed., 1897, 24). 
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thesis that, the greater the initial wealth, the less the importance 
which is ascribed to a new monetary unit added to it? 

Bentham’s thesis and Weber’s law are combined and form one 
proposition in Fechner’s Elemente der Psychophysik (1860). Bring- 
ing the great observation into an exact formula, he teaches: “ If 
the sensations increase arithmetically, the stimuli belonging to 
them mount in a logarithmic curve.” This statement can, of 
course, be reversed: if the stimuli increase arithmetically, the 
accretions of sensation belonging to them fall off in a logarithmic 
curve. It is not difficult to perceive herein the fundamental idea 
of the theory of marginal utility. 

Influenced by Bentham, Fechner clearly realised the import- 
ance of this law for social and economic life. “‘ The physical 
goods which we possess (fortune physique), he says (Hlemente I, 
236 sq.), postulating a subjective doctrine of value and combining 
it with the idea of the margin, “ have no value and no importance 
for us as dead matter, but only in so far as they are external 
means of producing in us a sum of valuable sensations (fortune 
morale) with respect to which they occupy the position of a 
stimulus. Now a dollar has in this regard much less value for the 
rich, than for the poor. . . . To offer an equal increase to what 
Laplace calls the fortune morale, the increase of the fortune 
physique must be in relation to this fortune physique.” If the 
accretion to the fortune physique, so we may add, is not geometrical, 
but arithmetical only, the accretion to the fortune morale occasioned 
by it falls progressively off. 

Whether Carl Menger, the “ doctor juris,” in pursuing his legal 
studies, came into touch with F. E. Beneke’s Grundsdize der Zivil- 
und Kriminalgesetzgebung aus den Handschriften des englischen 
Rechtsgelehrten Jeremy Bentham (1830), may appear doubtful, but 
not that Bentham stimulated Fechner, and Fechner Menger. 
In any case Menger is likely to have known F. A. Lange’s famous 
essay, Die Arbeiterfrage (1865), which hailed the basic law of 
psychophysics as the scientific foundation of the future doctrine 
of society. 

But although Bentham thus appears connected with Jevons 
and Menger, his doctrine was fundamentally different from theirs 
in one point: Bentham developed the “ all-important point in 
economic problems ” i.e., the “ general law, that the degree of 
utility varies with the quantity of commodity, and ultimately 
decreases as that quantity increases ’’ (Jevons, /.c., 53) in con- 
fronting man with money, i.e., the carrier of purchasing power; 
while Jevons and Menger confront him directly with a primary 
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good such as water. At a first glance it might seem that this 
difference is without importance. A closer investigation, how- 
ever, shows that Bentham’s procedure is essentially superior to 
that of his followers’, and that in three respects : 

(1) Jevons and Menger regard man in his relation to one iso- 
lated good, Bentham in his relation to the “general source, and 
thence representative of pleasure—money ” (IV, 540). Now, in 
reality the operation of the law of decreasing marginal utility shows 
itself clearly only in the case of general purchasing power, of 
which in fact every new unit is continually used for the next 
important commodity. As long as Menger’s “ isolated economic 
subject ” has to do only with one consumption-good, which, in 
addition, is uniformly divisible, all is well. But if we take, let 
us say, three commodities into account, all is different: if 
Robinson Crusoe has at his disposal besides water also bread and: 
meat, he will combine the three goods, first probably by quenching 
his thirst, then his hunger, then perhaps his longing for cleanli- 
ness, and only afterwards gratify his desire for meat. Here is no 
continuity : certain wants are partly satisfied, then others, then 
he returns to the satisfaction of the first, and so on; they inter- 
sect and change with each other. Besides the decrease in utility 
of the goods of one kind, the order of precedence of the different 
kinds here comes into play. Hence, while Bentham directly 
comprehends reality as it is, Jevons and Menger offer only a 
(none too fortunate) approximation. 

(2) Jevons and Menger conceive man in isolation, as a natural 
being, Bentham, however, in the social connection, as a social 
being. Now, the law of the decrease of marginal utility is—to 
speak with Kant—not only a part of physiological, but also a 
part of pragmatic anthropology, i.e., it applies not only to man 
as a zoon, but also to man as a zoon politikon. The traveller in 
the desert or Robinson Crusoe on his island can certainly be 
regarded as true representatives of mankind—they, too, are 
confronted with the scarcity of supply—but in the present social 
order the individual is limited in his provision of goods, not directly 
by natural scarcity, but rather by his social position. It is the 
amount of his income which forces him to break off his con- 
sumption at a certain point. This point arrives for the poor man 
soon, for the rich late—a fact which in Bentham’s deduction finds 
its expression in the different marginal utility of the smallest 
coin for different classes of income, but remains unnoticed by 
Jevons and Menger. Here, too, Bentham gives us life in all its 
concreteness, Jevons and Menger only an abstraction. 
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(3) The doctrines of Jevons and Menger lead to the result 
that—to use Walras’ clear words—“ under the régime of free 
competition, things tend by themselves towards an equilibrium 
corresponding to the maximum of effective utility’ (tudes 
déconomie politique appliquée, ed. Leduc, 1936, 476). But this 
thesis contains only half the truth : it shows only the great merit, 
not also the great fault of modern exchange economy. Certainly, 
if one accepts the existing distribution of incomes without dis- 
cussion, it is easy to prove that under the given circumstances free 
competition realises the maximum of happiness in the community. 
But if we connect economic theory with social analysis, as is 
necessary for a full comprehension of reality, we shall have to 
acknowledge that by a change of the present distribution of in- 
come the sum-total of well-being in our society could still be 
vastly augmented. If the last penny in the income of the nabob 
is being used for providing his pet-dog with milk while in the hand 
of the beggar-woman it cannot be used in doing the same for her 
starving child, then it is clear that by its transmission from one 
pocket into the other more is added to the happiness of the poor 
than is taken away from the happiness of the rich. Walras’ theory 
exposes one truth, Bentham’s doctrine two. It leads to the only 
just valuation of the social and economic order of capitalism. 

W. Stark 

University of Edinburgh. 
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NATIONAL AND LOCAL FINANCE 
I 


In the political sphere there are to-day few more universal 
problems than those which may be loosely described as federal. 
In Europe, although events proved the idea of any general 
“federal union ” to be beyond the limits of practical politics, we 
have recently witnessed the establishment of a highly significant 
customs union between Holland and Belgium. In India the 
birth-struggles of the biggest experiment in federalism that has 
ever been made are taking place. In the British Colonial Empire, 
in Africa and Asia, groups of States are ripening towards the 
federal principle. 

Even in the United Kingdom the problems of federalism are 
not without direct relevance. Notwithstanding the presence of a 
handful of Northern Irish representatives at Westminster, and the 
legal subordination of the Northern Irish Parliament, the relation 
between the Government of Great Britain and that of Northern 
Ireland provide in the constitution of the United Kingdom at 
least one trace of federalism. Further, the parallel between the 
neo-regionalism in local government now advocated by certain 
reforming groups, and the paleo-regionalism of the Conservative 
Party in 1913-14, should not be overlooked. Although the 
former (starting from the side of greater autonomy for local 
government) would apparently merely seek to cover the country 
with replicas of the L.C.C., and the latter (starting from the side 
of ridding Westminster of the weariness of local problems) would 
have constituted the United Kingdom a series of Northern Ire- 
lands, in practice the two systems might well have much in 
common. 

The new importance of federalism in the world calls for a fresh 
examination of its problems in the light on the one side of the 
constitutional strains of the last few years, and on the other of 
the continuous improvement in administrative techniques and in 
the speed of transport. This need is already being met by a 
swelling stream of new books, concerned especially with the 
political aspects of federalism. In the federal problem, however, 

1 Federal Government. -By K. C. Wheare. Oxford University Press, 1946. 


Pp. vii + 278. 15s. Federal Finance in Peace and War. By G. F. Shirras. 
Macmillan, 1944. Pp. xvi-+ 377. 21s. State and Local Finance in the National 





610 THE ECONOMIC JOURNAL [DEO. 


economic, and particularly financial, considerations cannot long 
be separated from political considerations. In this as in other 
spheres of government the power of the purse has political conse- 
quences which may go beyond what is laid down in the con- 
stitution. The inescapability of economic considerations is 
shown by the fact that Prof. Wheare, whose interests are plainly 
legal and political, yet devotes nearly a third of his space to 
economics and finance. More directly concerned with the 
economic problems of federalism are the two other books with 
which we are here concerned—Prof. Shirras’ general review of 
the finances of the U.S.A. and the British Commonwealth federa- 
tions, and Prof. Hansen and Dr. Perloff’s close-up of the regional 
finances of the U.S.A. 

How are we to define federalism? Prof. Wheare devotes his 
best attention to illuminating this first step (cf. pp. 13 ff.). He 
distinguishes three degrees of federal intensity, according as 
different conditions are satisfied. The most exacting definition— 
that of the “ Federal Principle ’—is satisfied only where powers 
of national and regional governments are co-ordinate—that is to 
say, each layer of government is independent within its own 
sphere. Less exacting is the admission that a “ Federal Con- 
stitution ’’ may exist where the federal principle is predominant 
in practice, although one layer of government may depend on 
another (as in the U.S.A. until 1913, the Senate was elected by 
the State legislatures). A further relaxation is allowed in the 
working definition cf “‘ Federal Government ”’ where, by its com- 
mon practice, the general government acts in a predominant 
number of aspects as if the regional governments possessed 
co-ordinate powers. These successive relaxations allow Prof. 
Wheare to consider the U.S.A., Canada, Australia and Switzerland, 
but not South Africa or India. 

It is well to be reminded that statutory rights may provide a 
greater assurance of continuity than mere convention; but the 
difference is in practice a matter of degree. Constitutions can be 
altered; even by less drastic means legal interpretation may 
mould and transform the original intention—as in Canada the 
tenour of the decisions of the Judicial Committee of the Privy 
Council have preserved wider powers for the Provinces than could 
reasonably have been expected from the Constitution; wider in 





Economy. By A. H. Hansen and H. S. Perloff. New York: Norton, 1944. 
Pp. ix + 310. $3.75. 

1 Prof. Wheare differs from many writers on political theory in regarding 
the location of residual powers as constitutionally unimportant. 
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important aspects than those now enjoyed by the constitutionally 
more powerful States of the Australian Commonwealth. 

It is doubtful if even Prof. Wheare’s successive relaxations of 
the purity of practical federalism go far enough to cover some of 
the most important and interesting aspects of the federal problem. 
The object of federalism is to secure at one and the same time the 
advantages of unity and of diversity. In the economic sense at 
least these two can be secured in some substantial measure 
wherever the budgets of regional (local) governments are inde- 
pendent of the supervision and veto of the national (general) 
Government. In these conditions co-ordination of powers does 
exist, albeit perhaps only over a rather limited field. A necessary 
and sufficient condition for this state of affairs is that minor 
governments should control a fairly substantial independent 
source of revenue. 

From this point of view the federal problem of marrying unity 
and diversity is fully present in British local government to-day, 
and likewise in all democracies with a well-developed local 
government system. In the day-to-day conduct of affairs the 
difference between them and the statutory federations is as much 
a matter of degree as of kind, as can be demonstrated by comparing 
the percentage of total tax revenue independently raised and spent 
by local governments, in relation to the revenue of national 
governments : 


Tax Revenue Collected and Spent by Regional Governments, as a 
Percentage of Total Tax Revenue. 
(Average for first half of the 30’s.) 
A. B. Cc. 

U.S.A. and British Strong Local Govern- 

Commonwealth. ment Democracies.” Other Democracies.* 
U.S.A. i 2 Sweden . . 37 France . - 19 
Canada. ‘ Denmark . = Belgium . ae, 


Australia . ’ Norway . - 46 (Italy) . — 
i Holland . . 38 U.K. 1936 . a 


India ‘ . 
(South Africa) . U.K. 1913 - &83* 


1 Shirras, op. cit. 
2 Lindahl, Samlade Skattertryket i Sverige och Undlander. 
3 Statistical Abstract of the U.K. 


These figures broadly reflect the relative strengths of regional 
and general governments; it can hardly be questioned that the 
difference in the effectiveness of local government between col. C 
and B is at least as great as that between B and A; yet the B 
constitutions are unitary, and the A’s broadly federal. Actually 
the figures understate the power of the regional governments, 
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since many of them derive a proportionately more substantial 
revenue from trading services than national governments. 
Further, the influence of regional governments is greater on the 
expenditure than on the revenue side, owing to the presence of 
grants in aid, more or less freely disposable by regional govern- 
ments. It is, of course, the presence of this factor which falsifies 
the apparent transfer of Britain from Col. B to Col. C in the 
inter-war period; but although a considerable reliance on grants 
need not necessarily destroy diversity, it is evident that Britain 
has come to sail perilously near the shore. 

Federalism in the narrow sense is thus one (but only one) 
method of preserving the pleasures of diversity while enjoying the 
strength of unity. Viewed from this angle its basic problem is 
not so much that from which Prof. Wheare sets out—what are 
the conditions for the establishment of successful federal govern- 
ment ?—but the more general one of what relations between 
general and regional governments are necessary in order to secure 
the continuance of both the strength and diversity sought by the 
federal form of government. When we are considering the 
financial side, it is particularly important to look at the problem 
in this more general manner. 

Approaching from this side, we are immediately faced with the 
questions, what kind of diversity, and for what purpose unity ? 
Not all the diversities enshrined in federal constitutions are 
worthy of preservation. Some, such as the racial or political 
discrimination of a Georgia or of an Ulster, run counter to the 
ideology of the nations of which they form a part, and the federal 
principle actually hinders their decent interment. There is, 
however (as Montesquieu was well aware, although his country- 
men persistently disregarded his words), both moral strength and 
political stability to be drawn from the diversity which springs 
naturally from local responsibility for decisions on social and 
economic affairs, particularly those of local interest and signi- 
ficance. As Prof. Wheare puts it (p. 228), “‘ Majorities of regions 
have a significance which majorities of people have not.” 
Such diversity enriches the life both of the individual and of 
the community. The problem is how to preserve this kind 
of diversity in the face of growing centripetal tendencies— 
tendencies which spring both from political and from economic 
origins. 

In the modern world, especially considered as a world liable 
to wars which call for enormous capital resources, the strength 
which comes through union may be a necessary condition for the 
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survival of local ideology, for all except such strategically happy 
backwaters as Sweden and Eire. If a federal constitution is the 
only practicable form of union for ensuring survival, it is almost 
certainly ineffective for the purpose. Co-ordination of powers 
over a wide field inevitably cramps the effectiveness of action. A 
federal government established in these circumstances is likely to 
specialise in an inability to get things done; a condition which 
not all will agree with Professor Wheare (p. 86) in regarding as a 
positive advantage. 

Unified control is no less necessary for a systematic internal 
policy, whether it be merely to secure (in Prof. Hansen’s phrase) 
“Federal underwriting of minimum service standards ”—a 
principle which has been of ever-growing importance in Britain 
since the first differential education grants at the beginning of the 
century—or whether it takes the form of a more comprehensive 
programme of income redistribution, or of public responsibility for 
the level of economic activity. 

The change in emphasis in the central/local government 
relation, illustrated in Britain by the relative decline in local 
revenue, is not confined to Britain. From all the federations 
examples can be gathered of general governments seeping through 
the local defences of the constitution, obtaining by the back door a 
considerable part of what the rigidity of written constitutions and 
the susceptibility of local feeling prevent them from getting by 
more forthright methods. This process is highly significant, and 
is well analysed by Prof. Wheare.? 

The most obvious occasion for the expansion of the economic 
powers of general governments is war; but not all of the ways in 
which this works are equally obvious. It leads to increased 
legislative control on the one hand, and to increased delegation of 
powers to the national executive on the other; not all of these 
extensions are commonly lost at the end of the war. On the tax 
side, war leads to a greater central control of revenue sources, 
which again is not lightly relinquished. More subtly, the power 
of peace and war, and its corollary treaty-making, can be used to 
increase central control, even in time of peace. Thus the inde- 
pendence of the American States was very considerably diminished 
when local militias were abolished in the interests of the national 
army. Again, that great social and economic experiment, the 
T.V.A., was justified by the federal Government, and confirmed by 
the Supreme Court, under the federal war power; the whole of 
the New Deal legislation might have been legalised under the 


1 Cf. especially pp. 106, 160, 180 ff. 
No. 224.—vo.. LVI. UU 
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Treaty-making power, had not the Supreme Court already found 
another way of eating its words. 

Many other methods of encroachment are also available to 
national governments, even in a constitution-bound federation. 
Above all is the power of inducement, inherent in all percentage 
grants, but especially noticeable in the devices of the U.S.A. 
federal government to promote social security measures. Ex- 
ample and publicity can also work to the same purpose. Thus the 
U.S. federal Departments of Labour and Commerce “ carry out 
investigations, compile statistics, suggest laws and regulations, in 
matters of social and commercial legislation, which, without doubt, 
fall within State (i.e., outside federal control) control.’ ? “The 
practice of these indirect methods and their general acceptibility 
demonstrate that although war may be the main occasion for the 
growth of economic power by general governments, it is not (as 
was claimed for instance by Seligman) the root cause of it. After 
all, the federal income tax in the U.S.A. was established before, 
and independently of, the war of 1914-18. Economic depression 
may be an even more powerful advocate of generalised social 
services than war. 


II 


The change in emphasis which is causing a revolution in the 
relation between general and local governments and their finances 
all over the world has a number of roots, but of these two are 
predominant on the financial side—in respect of expenditure, the 
growth of the social services; in respect of revenue, the pre- 
eminence of progressive income taxes as a fertile source of revenue. 
The revolution in public outlay caused by the growth of the social 
services can be demonstrated by figures presented by Mr. Shirras : 


Public Expenditure as a Percentage of the National Income, 1937-38 * 





General Administra- 


Social Services. tion + Defence. 





PAA. ; 
Australia 
Canada . i 
South Africa . 
India 

‘U.K. 


~ 
wWroono -10 
SAW Or 











1 Shirras, pp. 53, 88, 139, 165, 205; British figures from Appropriation 
Accounts and Local Government Financial Statistics. 





1 This way out was actually attempted in respect of the ‘‘ Bennett New 
Deal ’’ in Canada, but was frustrated by the decision of the Judicial Committee 
of the Privy Council, in accordance with the policy referred to above, cf. Wheare, 
pp. 157, 182, 185. 2. Wheare, p. 160. 
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The precise figures should not be pressed too closely (for 
instance, there is considerable doubt as to the significance of 


‘e 


expenditures classed together as “ pensions”’); but the general 
position is clear; even on the eve of war the social services had 
come to occupy a predominant place in budgets in the Anglo- 
Saxon countries. It is interesting, further, that in spite of the 
relatively greater development of social expenditure in Britain 
than elsewhere, its predominance was relatively less, owing to the 
heavy cost of defence. 

The social services universally began as regional, indeed 
predominantly local, duties; and in spite of the partially conflict- 
ing claims of standardisation of service (which calls for central 
supervision if not control), regional they are likely to remain, 
and for the most part should remain; for it is in fields such as 
these that the right type of local diversity is exercised and the 
right type of local initiative developed. The social services 
require, however, large and expanding outlays, whick call for large 
' and expanding revenue. The answer to this call must mainly 
come from progressive taxation, especially the taxation of incomes 
from work and property (including the profits of firms)—that is to 
say, from just those taxes which national governments need to 
control in order to support their overriding duties vis-a-vis foreign 
States. ‘ 

Thus it is that in advanced countries the “ social service State ” 
is coming to birth in conditions of strain between national and 
regional governments, a strain which varies in intensity according 
in the first place to the overall pressure on the revenue, and in the 
second to the initial allocation of revenue sources, and to some 
degree of duties also. Thus the strain has been worst where 
national governments have not been constitutionally endowed 
with priority in income tax, and have had to seize that priority 
by more or less arbitrary methods. Already in the late thirties 
most national governments had acquired a complete predominance 
in this sphere, as the following percentages show. 


Percentage of Income and Profits Taxes Accruing to Central 
Governments, 1937-38 1 





U.K. U.S.A. Canada. Australia. | South Africa. 
100 86 72 27 88 




















1 Shirras, pp. 44, 78, 128, 172. 





The bitter war and post-war struggles in Canada and Australia 
are at once explained by these figures; but they do not tell the 
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whole story, since in every federation the position of the national 
Government is made more difficult by the existence of very high 
tax rates in certain regions. 

Among the federations an important cause of differences in 
strain is the allocation of revenue sources and duties between the 
upper layer of regional governments (which it is convenient to refer 
to as “ states ’’), and the lower layer (or layers) (which it is con- 
venient to lump together as ‘‘ local authorities ’’). This important 
complication of the federal problem is quite unaccountably ignored 
by Prof. Wheare, but is well dealt with by Prof. Shirras. Thus 
in the U.K. the most onerous, and consequently disequalising, 
form of social expenditure has always been relief (public assist- 
ance) ;? it is not therefore surprising to find that more difficulties 
have arisen in Canada, where relief is predominantly a local affair, 
than in Australia, where it is not. Parallel differences arise over 
the distribution of responsibility for education and health services. 
Especial strain, and especially sharp service differences, are found 
for instance in the U.S.A. and Canada, where the local govern- 
ments (inevitably the weakest of the three partners in administra- 
tion), exercise important duties in these fields. Contrast the 
relative absence of strain, before the emergence of war difficulties, 
in Australia, where public assistance is a national responsibility, 
education a State affair, and the duties of local authorities are 
mainly concerned with sanitary services. 

A further difference arises according to the type of local 
government. Difficulties are greatest where the small ‘ town- 
ship ” jurisdiction (urban or rural) is preponderant, as in the 
U.S.A. In developed countries experience shows that the success- 
ful local administration is essentially that of the moderate to large 
town. This is both natural and right, because it is in urban 
communities of this nature that the local consciousness which most 
easily promotes the right kind of diversity is most simply united 
with a unit of control that is economically appropriate. The 
attempt in Britain to promote similar units of control outside of 
the larger towns, by concentrating urban and rural districts under 
county council management, is only very partially successful from 
the point of view of preserving diversity and initiative; although 
(as Messrs. Hansen and Perloff realise, p. 94) it perhaps offers the 
only practicable solution of the local government problem in non- 
urban areas.” 

1 C. F. Hicks (J.R. and U.K.), Standards of Local Expenditure. 

2 It is interesting that the American writers (Hansen and Perloff, pp. 76 ff.) 
set the optimum unit for independent local government at a lower level (popula- 
tion of 30,000 to 50,000) than is now allowed for county borough status in 
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A further illustration of the virility of urban local government 
is afforded by the big towns in South Africa, where the con- 
stitution provides little scope for the independent development 
of local amenities and very sketchy independent revenue sources, 
other than the profits of trading services. Dr. Maud’s researches 
have already shown the importance of the local government of 
Johannesburg. Prof. Shirras’ combined figures illustrate the 
extent to which South African city government has broken 
through the centralising shackles of the constitution.* 

It is not only in the field of income tax that incompatibility 
between resources and duties may arise. As revenue needs 
expand, the question of control over inheritance taxes seems likely 
also to give rise to trouble. These taxes have traditionally be- 
longed to the middle layer in federal constitutions; but recently 
they seem to be going the same way as income tax; in the U.S.A. 
75% of inheritance-tax revenue now goes to the federal Govern- 
ment. In the field of outlay taxes the “‘ key ” revenue sources 
are the traditional taxes on drink and tobacco and the newer 
duties on motoring and general sales (or turnover). The degree 
of strain differs markedly according to the way in which these 
revenue sources are distributed between federal and State Govern- 
ments. In the U.S.A., where 70% of the taxes on alcohol and 
90% of those on tobacco accrue to the federal Government, while 
the lion’s share of general sales tax and motoring tax revenue go 
to the States, the strain is less than in the British Commonwealth 
federations, where the sales tax accrues to the general Govern- 
ments and motoring taxes are much less fully developed. The 
lighter revenue needs of the U.S.A.—largely due to the burden of 
debt in the British federations—must also be borne in mind. 
There are, however, grave economic and distributional dis- 
advantages in allowing regional governments to exploit sales 
taxes. 

In contrast to the confusion and competitive exploitation of 
outlay taxes by the middle and top layers of government, it 
appears to be becoming general for local governments to be left 
with a single, but substantial source of revenue, a tax on real 
estate. Taxes of this nature formed 94% of the revenue of local 
authorities in the U.S.A., 90% in Canada, over 80% in Australia, 
100% in South Africa—and of course 100% in Britain. On the 





Britain. May it not be that in the interests of a short-sighted megalomania— 
largely in the interests of the counties—we are denying ourselves the full use of 
the most virile element in local government ? 

1 Shirras, p. 172. 
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other side, over 90% of the revenue from this tax accrued to local 
authorities in the U.S.A., Canada and South Africa, and over 80% 
in Australia. So long as the duties of local authorities do not 
exceed what can be financed from this source—with the support 
of such equalising grants as may be necessary to procure com- 
parable services—the main financial problem is thus one of the 
relations between federal and State Governments. 

These figures, also derived from Prof. Shirras, must be re- 
garded as no more than approximate. Sources of revenue are 
not shown with sufficient detail to enable precise comparison to be 
made. This criticism holds equally on the expenditure side; in 
particular it is impossible to determine from the figures the manner 
in which debt charges should be treated, in an economic as distinct 
from a budgetary sense. It is clearly not plausible to apply 
universally the traditional British practice of regarding public 
debts as predominantly dead weight; yet it would appear that a 
considerable part of the “ productive’ debt in the Common- 
wealth federations, which should be represented by assets, is in 
fact virtually dead weight. 

What are we to think of this distribution of resources and 
powers? It is clearly not good enough to follow Prof. Wheare ! 
in attempting to adduce what ought to be merely from what is. 
While some of the facts are clearly the result of policy—for 
instance, the concentration of income taxes under the control of 
national governments, and the allocation of education and some 
health services to State Governments—for the most part the 
distribution of resources and responsibilities appears to be the 
result of historical accident. It is not surprising that nowhere is 
complete harmony to be found, on either side of the public finance 
balance-sheet. 

As has already been indicated, sufficient data have not yet 
been assembled to make an informed judgment on essential points. 
Prof. Shirras has done a stout piece of work in bringing together 
a great mass of detail, probably a fairly complete collection of 
what was readily available. It must be admitted, however, that 
if does not take us very far, in spite of the fact that the book 
contains no less than 153 tables. The data for the different 
federations are not on all fours; in general the figures are too 
global to be informative, and, further, especially for the purpose 
of making internal comparisons between regions—which is a 
necessary process in the analysis—figures need to be expressed 
on a per head basis, rather than in relation to national or regional 


1 Wheare, p. 98. 
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incomes. National income figures are seldom a sure enough 
foundation for comparisons; and regional income figures, where 
they exist, are enormously less reliable. Finally, as has been 
suggested above, the comparison should be completed with figures 
not only from other federations, but also from the strong local 
government democracies. 

Even at this stage, however, it should be possible to suggest 
certain general principles. In the first place, it is clear that 
national Governments must either control income and capital 
taxes, or command a priority in respect of them sufficient to allow 
them fully to satisfy their needs in an emergency. Secondly, 
wherever it is intended to follow a general policy of progressive 
taxation or of income redistribution, it is necessary for the 
national Government to retain under its control a sufficiently 
large part of the total tax structure to control the progression 
(this point is understandably emphasized by the American 
writers 1). Federal plans in this respect can be completely upset 
by State exploitation of general sales taxes. Thirdly, on grounds 
of double taxation, the less minor Governments are allowed to 
exploit income taxes and excises (in the British sense) the better, 
especially where local tax jurisdictions are small. Finally, for the 
lowest layer of Governments a real-estate tax of some sort remains 
appropriate, if only because it is the simplest way of securing 
budgetary independence; but at the same time it does avoid 
double taxation between local and other budgets so long as 
upper layers agree to vacate this tax, as they are usually prepared 
to do. 

Some—although not all—of these principles are in fact reflected 
in current tendencies. It is not always realised, however, the 
extent to which they imply an increase in grants in aid; and in 
the next round, where minimum service standards become an 
accepted aim of policy, in differential formula grants. These will 
become necessary not merely for local governments (where a real- 
estate tax can only be made compatible with a progressive tax 
structure so long as the rates are low in relation to family incomes) ; 
but also for the middle layer of governments, who are now in 
danger of losing some of their most fertile revenue resources, 
without a corresponding decline in their responsibilities. 

On the subject of grants in aid, especially on the best basis for 
differential formule, there is urgent need for more*comparative 
research. Further research is also needed in order to gauge how 
great is the danger of loss of budgetary independence (and so the 


1 Hansen and Perloff, p. 39. 
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sacrifice of desirable diversity) from an extension of differential 
grants. The experience of the U.K. and of Australia, who have 
travelled farther along this road than others, suggests that it need 
not be very immediate. 


III 


The need for further comparative research is even more press- 
ing on the expenditure than on the revenue side. The field which 
might be covered is suggested by the contribution which Prof. 
Hansen and Dr. Perloff have made in investigating in some detail 
a number of inter-local problems in the greatest of all federations. 
It is a study such as this which reveals the essential similarity of 
the interlocal and central/local problems in a federation and in a 
democracy with independent local budgets such as Britain. 

Space does not allow of a just appreciation of this contribution, 
but four aspects at least deserve mention because they are parti- 
cularly relevant to contemporary British problems, (i) the problems 
raised by interlocal differences in resources and service standards ; 
(ii) jurisdictional (boundary) problems, especially in connection 
with urban overspill and differences between private and social 
costs when factories move into the country ; (iii) the relative costs 
of administering and of replanning blighted areas; (iv) the 
fundamental nature of local “‘ fiscal perversity ’’ in depression. 

As is to be expected in a country of the size and natural 
diversity of the U.S.A., local incomes vary enormously. Taking 
States as a whole (from data derived from state income taxes), 
income per head ranges from $853 in New York to $199 in 
Mississippi; 1 within States the range will naturally be much 
greater. The effect of these differences, unrelieved by differential 
grants, on service standards, can be imagined. Education 
expenditure per pupil is found to vary from an average of $157 
to one of $31; it is moreover inversely correlated with the 
number of children per adult. On health services some States 
spend as little as 3 cts. per head per year. In the rural parts 
of Alabama only 2% of births take place in hospitals; in 
the rural parts of California €6%. As in Britain, if you are 
in need of assistance you will get the best terms in the richest 
places.? 

The problem of urban overspill and jurisdictional rigidity has 
been raised in an acute form in the U.S.A. by the war factories; 


1 Hansen and Perloff, pp. 18, 19 ff. 
2 Op. cit., p. 171. 
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it is intensified by the typically small size of local administration 
jurisdictions... Of especial reference to British problems is the 
demonstration of the effect of the failure to allow city jurisdictions 
to expand.? Philadelphia is only one-tenth of a square mile 
larger than it was in 1834; San Francisco is the same size as it 
was in 1856. In all the larger cities, not excluding New York, 
the centre is tending to become stationary, or even to decline 
relatively to the periphery, whether measured in terms of retail 
sales, manufactured products, or workers employed. 

This situation leads to the blighted area round the city centre, 
just as too often occurs in Britain for essentially similar reasons. 
On this problem Messrs Hansen and Perloff have a number of 
useful things to say. They quote a Boston investigation * of 
different census tracts (or as we should say, wards), distinguished 
according to their dominant use, and showing that the cost of slum 
areas enormously exceeds the revenue derived from them. It is 
pointed out (as is again true in this country) that the true cost of 
slums is never apparent because the property is over-valued for 
local revenue purposes. For dealing with problems of the 
blighted area the authors recommend, in addition to powers of 
land control and acquisition, federal advances (if necessary up to 
100% of the cost) not merely for reconstruction purposes, but also 
to cover the cost of replanning. 

The causes of fiscal perversity in local finance in depression are 
now fairly well understood; nevertheless the authors underline 
some useful points on this side also—for instance, the difficulty 
that local debt is mainly held externally to the jurisdiction, so that 
debt service is not a mere transfer between citizens. On the 
whole, however, this is the least satisfactory part of the book, more 
especially as the authors allow themselves to stray rather too freely 
for a book of this nature into general problems of the overall tax 
structure and of its income distribution—questions which are only 
loosely related to their main theme. 

One of the ways in which we in this country have most to 
learn from State and Local Finance in the National Economy is by 
observing the wealth and variety of detailed statistical research 
into problems of local government and finance on which the 
authors can draw, research coming both from official—national 

1 It will be remembered that the process of concentrating ad hoc authorities 
into general local councils (completed in Britain in 1929) has not taken place in 
the U.S.A. 

* Hansen and Perloff, pp. 85, 95. 


> Op. cit., p. 109. 
4 Op. cit., p. 117. 
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and local—and from private sources. The United States started 
some considerable way behind Britain in attempting to provide 
a national system of social services; but if we do not wake up 
they will soon have much better means of testing and ensuring its 
efficiency than with all our experience we can command, 
Ursvuta K. Hioxks 
Oxford. 

















REVIEWS. 


Economic Rebirth. By R. G. Hawrrry. (London: Longmans, 
1946. Pp. 161. 5s.) 


THE title of this book, and the “ majestic utterance’ from 
Isaiah with which it opens, lead us to expect some strong proposals 
for our future economy. It is a post-war study, but it differs 
from others of that kind in that lines of pre-war thought are 
sustained, and Mr. Hawtrey does not discard all pre-war 
economies as ideas to which we are “ not going back.” Rather, 
he maintains the ideas, mainly monetary, with which his readers 
are already familiar, and in more than one passage shows a 
critical independence of the Keynesian analysis. But, consider- 
ing the sort of plans which are now being made, Economic Rebirth 
is a strong title for the much less ambitious proposals here put 
forward. For example, “full employment is most effectively 
maintained by a judicious regulation of the flow of money through 
the mechanism of credit, and especially by restraining in time any 
such expansion as is likely to involve a subsequent contraction ” 
(p. 52) is a statement influenced, not by the ideas of Beveridge or 
Keynes, but by those of Marshall, who said that the “‘ only effective 
remedy for unemployment ”’ is that “‘ reckless inflations of credit— 
the chief cause of all economic malaise—may be kept within 
narrower limits ” (Principles, p. 710). The control of inflation is 
the theme of the first part of Mr. Hawtrey’s argument; he fears 
a release of spending power for some time, and that control of 
prices will only exhaust stocks, while a rise of prices is unfair to 
contractual incomes. He favours the timely use of Bank Rate, 
that ‘‘ beautiful instrument ” of the Macmillan Committee, and a 
forced loan. These proposals are transitional, as were similar 
plans in 1918, when Cannan saw the same dangers as Mr. Hawtrey 
sees now. The reader must follow for himself the descriptive and 
critical treatment of this safeguard in its national and inter- 
national aspects, and its relation to wage policy. So many 
details are woven into the argument that it becomes a rapid 
review of current tendencies, the main thread having to be 
picked up at intervals. Needless to say, it is scholarly and 
informative, although a student will feel rather refreshed than re- 
born. 
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The second main suggestion is for the nationalisation of the 
wholesale trade. This would, he thinks, give the State a strategic 
position as regards priorities, and could be applied to imports as 
well as to domestic supplies. “‘ Integrations ’’ would have to be 
broken up, so that the selling or buying department was placed 
under a public control. The State would levy, in handling 
supplies, what would amount to a purchase tax, so creating a 
margin for the replacement of stocks. Mr. Hawtrey perceives the 
difficulties in respect of some capital requisites, but thinks the 
plan can be worked, and prefers it to Collectivism. Will this 
plan affect the practice of maintained retail prices, which manu- 
facturers have imposed on retailers for branded goods, or will the 
Government sell to retailers without conditions? This would 
revive an old controversy. To many, however, this suggestion 
will be a more acceptable way of gaining some of the advantages 
of a public control. 

D. H. Macerecor 
All Souls College, 
Oxford. 


Tin under Control. By K. E. Knorr. (Stanford University 
Press, California, 1945. Pp. xi + 314. $3.00.) 

The World Coffee Economy, with Special Reference to Control 
Schemes. By V. D. WickizeR. (Stanford University Press, 
California, 1943. Pp. x + 258. $3.00.) 


THESE are two more of the Commodity Policy Studies which 
the Food Research Institute of Stanford University is producing. 
The first is a smashing indictment of the international tin controls 
of the nineteen thirties, but let no one suppose that because it 
emanates from the United States it is mere propaganda. On the 
contrary, this seems to me as impartial as any study on such a 
subject can well be, and its conclusions therefore merit corre- 
sponding attention, especially in Great Britain, and not least at 
the British Colonial Office. The book was finished towards the 
end of 1944, but it has dated little, if indeed, for all major purposes, 
at all. 

Mr. Knorr starts with four introductory chapters on the uses 
of tin, the nature of the demand and supply, and the like. Then 
comes a chapter ‘“ Developments Prior to Control 1918-30,” 
which in 23 pages is something of a masterpiece of compression, 
giving just what is essential for the main purpose of the book 
without in my judgment any serious, let alone unfair, omission. 
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A detailed history of the three control agreements follows, and is 
completed on p. 187. The reader who is really conversant with the 
characteristics of the tin industry and with its history may, if he is 
in a hurry, start at p. 188, but this is not, of course, to say that Mr. 
Knorr should not have written this part of his book. Even 
though he has added little that is really new, it was essential to his 
purpose to present this historical study, and well worth doing 
because we have not yet had a single study of this complete 
epoch. This will, I think, be the standard work on the subject. 

The really valuable part of this book, however, is the sixty-five 
pages (Chapters XI and XII) in which international control is 
appraised. Control was certainly successful in raising and main- 
taining the price of tin, and if price around £220 was in the view 
of the controllers a “ fair ’’ price, this objective was accomplished. 
Moreover, the control years, despite very severe output restriction 
at times, are shown to have been profitable years for the industry. 
On the other hand, the objective of moderating short-period price 
fluctuations was not achieved : the jejeune comparison of 1919-30 
and 1931-41, on which the Tin Producers’ Association base their 
claim, is rightly rejected, and the more reasonable comparison of 
1921-30 and 1931-39 shows approximately the same average 
annual price fluctuation at £64-65 per ton. The reasons for this 
failure lead to a useful study of the difficulties of price forecasting, 
the conflict between the objectives of assuring both a high price 
and a relatively stable price, and the technique of buffer stocks. 
But, of course, the worst feature was that the controllers “‘ focused 
their attention upon low prices and their immediate cause, 1.e., 
surplus stocks and surplus supplies. In no statement of policy 
did they pay the slightest attention to surplus output capacity, 
the ultimate cause.” ‘In other words, internationa! tin control 
set out to correct the effects of previous over-investment and 
mal-investment, while preserving their cause.” I ought not, 
however, to spoil Mr. Knorr’s very able and fair analysis by 
such summary notes and quotations. These chapters must be 
read by all who are interested in or concerned with commodity 
control. 

Finally Mr. Knorr gives us fifty pages on post-war demand 
and supply prospects, and the issue of post-war control. He is 
led to the conclusion that after the transition period tin con- 
sumption will not exceed the average absorption in the late 
nineteen-thirties, and therefore if the pre-war capacity of the 
Far East is restored, the industry will “ again be confronted with 
the alternatives: depression om renewed output control.’’ Mr, 
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Knorr comes down in favour of free competition and against any 
attempt at “‘ planned disinvestment over time,’ though he 
suggests that the United States, perhaps in co-operation with the 
United Kingdom, might help in easing the transition for Bolivia 
and in diversifying that country’s economy. ‘ The readjustment 
of productive capacity by way of unhampered competition will 
be a harsh, cruel and lengthy process, but it will work.” And 
after much careful discussion his verdict is that “a buffer-stock 
scheme is far from being a cure-all,’ and that even the most 
suitable type of buffer-stock for tin “‘ would operate on a pre- 
carious basis.”’ As I write this review, the International Tin 
Conference is about to open in London. Even if it should agree 
with Mr. Knorr’s forecasts of demahd and supply after the transi- 
tion period, I doubt whether it will accept his conclusions as to 
policy, but I do hope the delegates have studied his book—they 
will make wiser decisions if they have. 

There are a few weak spots in this work to which one might 
draw attention, e.g., a still insufficient investigation of costs, a 
neglect of the marketing organisation, inadequate treatment of 
the organisation of capital, etc., but when we have so much 
that is good, such criticisms would be captious. 


Mr. Wickizer’s book on coffee was published in 1943, and the 
copy sent for review at the time appears to have been lost on the 
journey. The value of the book must be judged on the dual basis 
of its full title. Another standard book on the world coffee 
industry and trade is overdue, and even if written during this 
present period of transition it would be valuable as the record of 
_ the inter-war epoch. Judged on this basis, Mr. Wickizer’s book is 
not sufficiently comprehensive as regards production, particularly 
outside the American continents, and has little to say about 
marketing, though the consumption end and its problems are 
dealt with much more satisfactorily, and some new ground is 
broken here. On the other hand, this book is a good introduction, 
for it does bring out the salient facts and problems, at least from 
the American point of view, and that may really have been its 
main objective, especially in view of its relatively small size. Asa 
contribution to the study of control schemes, either for coffee or 
in general, it can be reckoned only slight. In Chapter X, beginning 
on p. 136, Brazil’s control schemes are reviewed, but without 
adding materially to existing knowledge of the subject. The 
English reader will indeed be grateful for the summary of the 
Pan-American conferences and the account of the Inter-American 
Coffee Agreement in Chapter XII, while Mr. Wickizer’s warnings 
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in Chapter XIII as to the very limited applicability of the prin- 
ciples of this agreement to any future world agreement are 
sound and timely, even if on the obvious side. But the discussion 
of the immediate post-war transition period is already largely 
obsolete, though Mr. Wickizer can hardly be blamed for failing to 
foresee in 1943 the disappearance, as the result of four successive 
bad crops in Brazil, of what then seemed a certain surplus problem. 
J. W. F. Rowe 
Pembroke College, — 
Cambridge. 


The Analysis of Economic Time Series. Cowles Commission 
Monograph No.’ 6. By H. T. Davis. (Bloomington, 
Indiana: Principia Press, 1941. Pp. xiv + 620. 25s.) 

In the application of statistics to economics the data we have 
to deal with are often given in the form of time series, and it is 
an almost universal experience to find that successive values of 
the quantity we are studying are correlated amongst themselves. 
All ordinary tests of significance break down. What, then, is 
to be done? It is useful to turn back to the consideration of the 
simplest of statistical problems. Suppose we measure the length 
of a rod a large number of times. The resulting set of values is 
usually found to be well fitted by a normal distribution, which 
we can therefore use to describe the set of observations. More- 
over, tests of significance can be devised which will show that 
the observations are independent of each other. Turning aside 
from the experimental evidence, we may also seek to justify the 
use of the normal distribution by assuming that the errors in 
our measurement are the result of a large number of small physical 
causes which are distributed independently, or nearly inde- 
pendently, for in that case it may be shown mathematically 
that under certain conditions such a sum tends to be distributed 
normally. We have thus constructed a plausible theoretical 
model of our experiment and shown that the experimental results 
do not differ significantly from it. 

The same procedure must be followed in studying economic 
time series. The observations are given sequentially, and although 
each observation is correlated with the previous value, it is not 
functionally determined by it. It is therefore clear that the 
natural mathematical model to use is some form of “ stochastic 
process ” or process involving probabilities in chain. The theory 
of probabilities in chain was developed by Markov many years 
ago, and has wide ramifications in many branches of science, but 
the study of the particular types of process which are relevant 
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in economic time series is of more recent growth. An accurate 
account of such processes will be found in Wold’s book A Study 
in the Analysis of Stationary Time Series (1938). The models 
proposed are of two types. In the first we suppose that the 
observations can be represented by the sum of a finite number 
of harmonics (the “‘ functional ” part) together with a superposed 
“ error ” which is independently distributed from one observation 
to the next. An attempt can be made to find the functional 
part by the methods of periodogram and harmonic analysis. 
This functional part of the process is supposed to continue in- 
definitely into the future, unchanged by any random alteration 
in the economic situation. The second type of model is either 
a finite moving average of a random series or the solution of a 
stochastic difference equation, and thus has the advantage of 
incorporating the effects of present random changes into the 
future history of the system. Having constructed a theoretical 
model of the phenomena and studied its behaviour, we must 
then ask whether it can be plausibly fitted to our data, and we 
do this by applying significance tests. 

In the present book Professor Davis has amassed a large 
amount of information on these problems, together with much 
highly speculative matter. The first chapter introduces the 
problem by its history and describes some typical economic 
series. After discussing various economic crises (including an 
interesting account of the tulip mania in Holland), he gives an 
introductory account of trends, harmonic analysis, stochastic 
difference equations, serial correlations and the variate difference 
method. 

In the second chapter he describes the technique of Harmonic 
Analysis and applies it, after periodogram analyses, to various 
economic series. However, Wold has shown theoretically, and 
Kendall experimentally, that harmonic analysis and periodogram 
analysis cannot be applied to such material, for once we admit 
the possibility of random changes having effects which are 
incorporated into the future of the system, periodogram analysis 
breaks down. The third chapter deals with the much more 
important subject of serial and lag correlations, and gives a 
number of interesting examples and an outline of the important 
work of G. U. Yule and Sir Gilbert Walker. The chapter ends 
by relating lag correlations to the theory of supply and demand. 

The third chapter deals with completely random series and 
various tests for complete randomness, but a great deal of work 
has been done on this subject which is not referred to here. The 
author also describes the construction of non-random series from 
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random series by differencing or summing, and proves Slutzky’s 
sinusoidal limit theorem. The fourth chapter deals with ‘‘ The 
Degrees of Freedom in Economic Time Series,” and is really 
an attempt to discuss the significance problem. The author 
begins by drawing an analogy between energy in mechanics and 
variance in statistics, which I did not understand. He then 
discusses Schuster’s, Walker’s and what the author calls Fisher’s 
tests of significance in harmonic analysis. But apart from the 
fact that harmonic analysis is irrelevant to the problem of time 
series, all these tests assume that the series is completely random, 
and as this is never the case in practice (and if it were, there would 
be no point in making the analysis), the tests are irrelevant. 
No attempt is made to discuss the significance of a serial cor- 
relation. In 1942 R. L. Anderson obtained the exact sampling 
distribution of such a coefficient, but Bartlett had suggested a 
method for finding its standard error in 1935. The remainder of 
this chapter is a short introduction to factor analysis. 

The sixth chapter describes various methods of fitting trends, 
including the variate difference method and the use of the logistic 
curve for graduating the growth of population. Chapter Seven 
gives a large number of examples of periodogram analyses, and 
Chapter Eight discusses various economic theories which have 
been put forward to explain oscillatory movements, concluding 
with an interesting discussion of Volterra’s equations. 

Chapter Nine deals with statistical distributions of wealth 
and income, including Pareto’s and a new distribution due to the 
author. The tenth and eleventh chapters deal with the equation 
of exchange and various dubious methods of forecasting time 
series. The last chapter is an attempt to provide an economic 
theory of history based on economic cycles, and is even less 
critical than the previous chapters, for among other things the 
author seems to believe in a fifty-year “cycle” in major wars 
(the book was written before Pearl Harbour). 

The book gives the impression that the author, confronted 
with a large amount of interesting data, had chosen mathematical 
methods for dealing with it without asking what they meant or 
discussing the statistical significance of his results. However, 
economists and statisticians must be grateful for the large amount 
of information and references which are here provided on this 
most difficult subject. 

P. A. Moran 
Institute of Statistics, 
Ozford University. 
No. 224.—VOL. LVI. 
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Rudimentary Mathematics for Economists and Statisticians. By 
W. L. Crum and JosepH A. ScoumpeTEeR. New York and 
London: McGraw-Hill, 1946. Pp. ix + 183. $2.50.) 


Asout three students of economics in every four seem to have 
resolved that all mathematical methods are difficult, even the 
methods which they conquered with ease at school. To those 
afflicted with this irrational belief, Professor R. G. D. Allen’s 
Mathematical Analysis for Economists is too strong a medicine; 
and the attempt of two eminent Harvard professors to cure by 
milder doses, disguised with syrup, could therefore be most useful. 
The prescription is to present the elements of co-ordinate geometry, 
of differential calculus (including differential equations), and of the 
theory of determinants, all well mixed with economic illustrations. 
The mathematics and economics are accurate, without being 
pedantic; the style is reasonably clear, though wordy. 

It is difficult to judge the book without trying it on some 
undergraduate guinea-pigs; but it hardly seems likely to succeed 
in its purpose. Firstly, it certainly does not teach the mathe- 
matics appropriate for statisticians ; integration is mentioned only 
incidentally, and its connection with areas under curves is not 
referred to at all. Secondly, the treatment is in some cases so 
brief that it would confuse the student further without affording 
him any guide for action. It would be well worth while if the 
elements of the theory of matrices and determinants could be 
taught; for that theory has a natural appeal to the mind in its 
coherence and beautiful simplicity. But to detach, for con- 
sideration in seven pages, certain ideas about determinants merely 
gives an impression of ponderous and useless wizardry. 

But a more serious objection can be raised against the whole 
method of the book. It is entirely appropriate to help the student 
who already knows mathematics to apply his knowledge in the 
economic field; it is not appropriate to use his knowledge of 
economics as a means of teaching him mathematics. A new 
discipline should be taught with the assistance of the simplest 
ideas possible, preferably ideas familiar since early childhood—so 
familiar that they are “‘ obvious.” Ideas of cost, price, marginal 
utility, elasticity are new to the student, and therefore involve 
more strain on the mind than the familiar thoughts of position, 
time, speed, slope and so on. 

Perhaps Professors Crum and Schumpeter will one day give 
us an enlarged edition, not so exclusively economic in its illustra- 
tions, and with enough detail to guide the student in the use of his 
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new knowledge; so that he may be “ a Doer of the word, and not a 
Hearer only, deceiving himself.” 
CHARLES F, CARTER 
Marshall Library, 


Cambridge. 


The Condition of the British People 1911-1945. By Marx 
Axsrams, with a Foreword by G. D. H. Cole (London : Victor 
Gollancz, 1945. Pp. 119. 6s.) 


In this short study prepared for the Fabian Society Mr. Abrams 
has brought together in compact form much of the information 
relating to changes in the working-class standard of life over the 
past thirty or forty years. His intention is to demonstrate in 
quantitative terms the improvements which were already being 
set in motion in the first decade of the century, when the influence 
of @ political labour movement was beginning to be felt. In his 
Introduction he speaks of “‘ the years since, in spite of the inter- 
ruption of two world wars”’, as “ constitut(ing) little more than 
a coherent and unfaltering development from those roots.’’ As 
Professor Cole points out, this booklet supplements his own pre- 
war Condition of Britain, differing from the latter in being 
“ essentially economic in scope and in making a definite attempt 
at comparison of the present with the situation of the British 
people on the eve of the first world war.” 

One might be inclined, perhaps, to quarrel with Mr. Abrams’ 
historical perspective—with his emphasis on the beginning 
of the century as the great turning-point in social improvement, 
when started the “ferment which broke Britain loose from the 
standards of the nineteenth century ’—and to think that, in his 
zeal to give shape to his “ Edwardian revolution,” the author 
over-simplifies and overdraws certain features of his picture. 
Some of this sharpness of emphasis should probably be tolerated 
as journalistic licence designed to catch the attention of his readers. 
The Foreword, as if to meet this criticism, remarks that, although 
“ averages are misleading unless we bear in mind the effects of 
unemployment in the distressed area and the continuance, albeit 
on a somewhat reduced scale, of absolute poverty and slumdom in 
every big city, of serious malnutrition, especially in the larger 
families and of sharp inequality of educational and social 
opportunity,” “‘ nevertheless the economic advances are undeniable 
and only deliberate obscurantists contest them.” 

With the caution that the reader might do well to maintain 
an independent focus on the events described, and not always 
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accept the author’s, this booklet can be recommended as a very 
convenient summary for elementary students, giving to them a 
concise generalised picture of the social scene and particularly 
of lines of change. The author selects and presents his facts with 
discretion and ability and with clarity; and although there is 
plenty of detail, he does not allow any reader to lose the wood in 
the trees. Moreover, he stresses regional comparisons as well as 
comparisons over time. After three opening chapters on popu- 
lation trends, we pass via a brief chapter on regional differences in 
age composition to urbanisation and the impact of number and 
size of families upon the housing problem. There follow analyses 
of the occupations of the working population, of employment and 
unemployment (the latter all too brief) and of the income and 
expenditure of the population. The book closes with a useful 
résumé of the main poverty studies from Charles Booth to the 
Birmingham enquiry of 1939. In a concluding summary the 
author makes his bow once more to the “ Edwardian revolution,” 
adding the comment that “‘ to-day it is clear ’’ that its “‘ methods 
even when pushed to their limits are by themselves inadequate 
to accomplish all its purposes.” 
M. H. Doss 
Cambridge. 


The Spirit of Russian Economics. By J. F. Normano. (New 
York: The John Day Company, 1945. Pp. xiv + 162, 
$2.00.) 


Tis booklet, published in conjunction with the Russian 
Economic Institute in New York, gives a summary account of 
Russian economic writings from the dawn of the Slavophil- 
Westerniser controversy at the beginning of the nineteenth- 
century up to the present day. The author composes his account 
easily and gracefully, and does not allow it to be unduly burdened 
by his own considerable erudition. 

He stresses the influence which English economic thought 
had upon Russian liberal circles in the early part of last century. 
Earlier writers of Mercantilist bowquet like Pososhkov “‘ drew their 
knowledge and conclusions from observation of Russian actuality 
and not from foreign literary sources.” But Speransky, the 
adviser of Alexander I, was an admirer of Adam Smith and 
surrounded himself with “‘ Smithians’’; and even Alexander in 
his liberal period was under the influence of Smith and Bentham. 
Alexander Radischev returned from the University of Leipzig as 
an admirer of English thought. Translations of Bentham 
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started in the official St. Petersburg Journal in 1804, and a monu- 
ment was erected to Arthur Young in a village in the Moscow 
gubernia in 1807. Even Pushkin has a slanting reference to talk 
about the wealth of nations among the youth of the time. By 
contrast, the middle and later nineteenth-century, under the 
influence of Herzen, Chernyshevsky and Dobrolyubov, was more 
largely influenced by German writings and by Marx (although 
interest in Marx was linked with an interest in Ricardo); and 
Marx himself learned Russian in order to study the Russian 
agrarian question and took part in the Narodnik controversy. 
About this controversy, as well as about the literature Of Russian 
agrarian studies in general, one might have expected the author 
to tell us something more. 

On recent controversies the author is at times suggestive, and 
maintains a commendable objectivity ; but he whets our appetite 
rather than satisfies it. There is more in these last two chapters 
about general trends in political and social thought than about 
economic theory as such; and lightness of touch seems to become 
a graceful cloak for lack of anything very much to say. The 
legacies of Marx and Bakunin, the influence of sobornost, Lenin and 
the controversy about Pokrovsky flit by, without our being told 
anything substantial as to where these jostling ideas fit in. Asan 
introductory essay this booklet can be recommended to those with 
some acquaintance with Russian history. But it never lingers for 
long over any one current of thought and never goes at all deep. 

M. H. Doss 
Cambridge. 


Prix, monnaie et production. Essai sur les mouvements écono- 
miques de longue durée. By Ropert Margo. (Paris: 
Presses Universitaires de France, 1941. Pp. 367.) 


La Monnaie et les systémes monétaires. By BERTRAND NoGarRo. 
(Paris: Librairie Générale de Droit et de Jurisprudence, 
1945. Pp. 251.) 


Dr. Marsoxin’s large volume, to which Professor Charles 
Rist has contributed a preface, is concerned with long-term or 
secular changes in prices. 

In Part I the author, after giving a useful summary of the 
development of recent monetary thought from Wicksell and 
Myrdal to Keynes and (with reference to the elasticity of anticipa- 
tions) to Hicks, proceeds to an analysis of the various factors 
which could cause and sustain a general movement of prices in 
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a given direction over periods longer than those covered by a 
trade cycle. For the purposes of this analysis he relies mainly on 
the modern doctrine of the relationship between the marginal 
efficiency of capital and the rate of interest—a doctrine which 
would appear to attach an excessive importance to the rate of 
interest. He concludes that rising prices must be associated with 
an increase in the quantity of money, which has the dual effect of 
raising the marginal efficiency of capital and lowering the rate of 
interest; but a secular fall in the rate of interest does not require 
a corresponding change in the volume of money, it being sufficient 
for the marginal efficiency of capital to fall below the rate of 
interest. He further enters into rather an elaborate analysis of 
the expected effect of secular rises or falls in prices on such factors 
as the degree of capital intensity, the productivity of labour, the 
level of real wages, etc. It cannot be said that anything very new 
emerges from this part of Dr. Marjolin’s book; it does not do 
much more than reflect his own discovery of the significance of 
the new ideas which have been crystallised and systematised 
in the work of Keynes. 

Part II is of greater interest for the English economist, because 
there the author, using mainly French statistical series, endeavours 
to obtain an inductive verification of the general theoretical con- 
clusions arrived at in Part I. He approaches this task in a 
laudably objective manner and without forcing the facts to fit his 
theories. On the whole, he finds that they fit fairly well, but 
when they do not he puts forward alternative, if very tentative 
explanations. The results he obtains are often of real interest, 
and even when the reader is not convinced he is conscious of 
an honest attempt to interpret the evidence on its own merits. 
Dr. Marjolin’s statistical data end with the year 1914, which 
means that the whole of his inductive study is confined to the 
period when the world in general was on a metallic standard, 
and when, therefore, changes in the rate of production of the 
precious metals, especially gold, were of paramount importance. 
On general grounds he concludes that an increase in the output 
of gold will have in varying measure the three following effects : 
first, it will tend to raise the marginal efficiency of capital by 
providing a new source of investment; secondly, the demand 
for commodities coming from the producers of gold will raise 
their prices, and so stimulate additional investment, and thirdly, 
the increase in the supply of basic money will tend, ceteris paribus, 
to lower the rate of interest. Looking at the nineteenth century, 
he finds evidence that the first of the foregoing effects played 
an important réle only in the period 1895-1914, the second was 











Vvaa & 


eh 








1946] MARJOLIN : PRIX, MONNAIE ET PRODUCTION 635 


active both in 1852-56 and in 1895-1914, while the third (the 
increase in the stock of money) was operative throughout. 
Furthermore, the author finds that there was an inverse relation- 
ship between secular price changes and capital intensity and the 
rate of growth of industrial production, both the latter declining 
in periods of secular rising prices and increasing in periods 
of secular falling prices. The only exception to this general 
rule was during 1895-1914, when technical progress was 
so rapid as more than to offset the unfavourable effects of secular 
rising prices upon productivity. 

But when it comes to finding what might be termed a rational 
economic reason for secular changes in prices, Dr. Marjolin is 
driven to the conclusion that the evidence is merely negative. 
“ For the economist these are movements which are purely acci- 
dental, which could just as easily not have taken place, and which 
were not even necessary for the realisation of economic progress.” 

Part III of this work consists of a methodological discussion 
concerned mainly with the views put forward by the distinguished 
French economist Simiand. 

It may be added that, as is usual in French works on econo- 
mics, there is no index, which is a serious defect in as lengthy and 
detailed a book as this. When will French writers realise that a 
very perfunctory table of contents is not a substitute for a proper 
index ? 


Professor Nogaro has written a short book summing up the 
results of forty years’ study of monetary phenomena. Unlike 
the work just reviewed, of Dr. Marjolin, it gives a slightly old- 
fashioned impression because he adheres to the conventional 
treatment of money, and, while critical of certain aspects of 
traditional classica! doctrines, he does not make use of any of the 
concepts introduced by the modern Swedish—Keynesian school of 
writers. He gives a convenient and very clear summary of the 
evolution of monetary systems, ending with a general discussion 
of the causes which give rise to changes in the value of money. 
Here he stresses the importance of non-monetary factors, in 
particular of those which affect the supply of and demand for 
individual commodities, and concludes that ‘‘ movements of 
prices are the resultant of a very complex aggregate of actions and 
inter-actions, and, with the exception of large-scale inflation, 
ought not to be regarded as essentially monetary phenomena.” 

C. W. GUILLEBAUD 

St. John’s College, 

Cambridge. 











636 THE ECONOMIC JOURNAL [DEC. 


International Sea Transport. By Brig.-Gen. Sir OSBORNE MANCE, 
assisted by J. E. WHEELER. (1945. Pp. xii + 198. 
12s. 6d.) 


International Telecommunications. By Brig.-Gen. Sir OsBORNE 
MANCcE, assisted by J. E. WHEELER. (1943. Pp. xii + 90. 
7s. 6d.) 

International Air Transport. By Brig.-Gen. Sir OSBORNE MANCE, 
assisted by J. E. WHEELER. (1943. Pp.x +117. 7s. 6d.) 

International Rail Transport. By Sir Ratex L. WeEpe@woop, 
assisted by J. E. WHEELER. (1945. Pp. xii + 162. 
10s. 6d.) 


(Issued under the auspices of the Royal Institute of Inter- 
national Affairs by the Oxford University Press.) 


Tues four little books summarise, almost too briefly for clear 
comprehension, a vast amount of information. Each reviews— 
and this is their principal contribution—the international 
organisation in existence at the outbreak of war in 1939, with 
notes on the origins, constitution, powers, and subsequent history 
of the many international. administrations, treaties and con- 
ventions whether ratified or not. Sir Osborne Mance’s [nter- 
national Sea Transport includes a useful account of State policy 
towards shipping between the wars, and Sir Ralph Wedgwood 
deals extensively with the post-Versailles railway settlement. 

The space allotted does not permit adequate discussion of the 
economic problems involved in contemporary international com- 
munications. The treatment of these questions has had to be 
unduly curtailed, and wears consequently ar all-too-conventional 
air. But no contribution, however short, can disguise the impact 
of politics. Sir Ralph’s study is an unhappy reminder of the 
frequency with which railroads between the wars were enlisted 
to serve in the conflicts between Governments, and of the many 
and often absurd obstacles with which sovereign States in 
Europe and Asia impeded the progress of co-operation. They 
order these things far better in North America, even though the 
Association of American Railroads has not yet been able to 
extend its activities much beyond the limited but very important 
realm of technical standardisation. 

In his Sea Transport Sir Osborne Mance brings out the com- 
parative freedom which marine communication has always enjoyed 
from Government regulation of charges, unless the attempts 
of the U.S. Maritime Commission to limit the powers of the North 
Atlantic Conference be regarded assuch. Butitis equally obvious 
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from his Air Transport that, once again outside the North 
American continent, civil aviation has been bedevilled even more 
than the railways by national frontiers, now extended into a 
third dimension, by the embarrassing alacrity with which diplo- 
mats have been ready to take up the cudgels on behalf of the 
aviators, and on occasion by duties on spares required for replace- 
ment in foreign flag aircraft, taxes on fuel carried in their tanks, 
and other ludicrous manifestations of the protective spirit. 
National sovereignty has so far managed to clip the wings of the 
birdmen only too successfully. Puck still holds the globe girdling 
record, while we humans are grounded by passport control and 
customs clearance, and our pilot waits for free passage. 


GILBERT WALKER 
The University, : 
Birmingham. 


Commercial Policy in the Canadian Economy. By ORVILLE 
JoHN McDiarmip. (Cambridge, Mass.: Harvard University 
Press (Oxford University Press), 1946. Pp. xiv + 397. 
258. 6d.) 


In writing this book the author set out to give a compre- 
hensive account of the development of Canadian external econo- 
mic policy. What he has in fact achieved is a very exhaustive 
history of the Canadian tariff. It is a clear and well-documented 
story of the development of the Canadian tariff structure, one of 
the most complex ever erected by a Western democracy, and of 
the system of subsidiary protective devices, such as dumping 
duties and arbitrary valuations, which have played an important 
part in Canadian fiscal policy. 

Let it be said, however, that the very close attention given 
to tariff history has led the author to neglect numerous aspects 
of the case which one would have expected to find more fully 
developed in a study of the place of commercial policy in the 
Canadian economy. In this respect the opening chapter raises 
hopes which are later disappointed. Here the author rightly 
points to the significant part played by the tariff as a means of 
financing the development of the country during the period of 
westward expansion. But he scarcely mentions this point again 
as the story progresses, nor does he adequately relate the 
institution of high tariffs in Canada either with the historic 
post-confederation decision to extend the Dominion to the 
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Pacific and to colonise the area between the Central Provinces 
and British Columbia, or with the associated policy of using 
an all-Canadian railroad system as one of the major methods 
of promoting this end. If a trans-Canadian railway was ever to 
begin to be self-supporting, it seemed essential that there be a 
group of industries in Central Canada capable of providing 
revenue on the east-west haul to cover part of the cost of the 
essential west—east carriage of grain. In the absence of a tariff 
many of these manufactures would have been imported by the 
western provinces from the United States over American roads. 
These may well have been economically expensive decisions at 
the time, but the political results flowing from the promotion 
of east-west channels of trade within a unified Canada are an 
important if intangible element in any estimate of the real net 
cost of protection to the Canadian public. 

This attention to tariff history in isolation also leads the 
author to attribute to contemporary controversies over its 
development a greater significance than they really deserved. 
It is interesting, for example, to compare the treatment of the 
election campaign of 1911 (as if the tariff were the only issue) 
with Laurier’s post-election statement: “‘ It was not reciprocity 
that was turned down, but a Catholic premier.” — 

Two other aspects of Canadian commercial policy should be 
mentioned here, since they are rather cursorily dealt with in 
this book. Not until the concluding chapter does the author 
specifically refer to the effect of the tariff in fostering monopolistic 
conditions of industrial output. The tariff was by no means the 
only factor in the pronounced tendency towards monopoly in 
Canada, but it played a significant part in particular industries 
(coal distribution, petroleum, cigarettes). This theme surely 
deserves fuller treatment than is accorded to it here. 

Then again, no serious discussion is attempted of the regional 
incidence of the Canadian tariff structure. Any clear picture of 
the réle played by commercial policy in a federal system should 
attempt to assess the extent to which tariff protection altered 
the terms of trade between different (and in this instance geo- 
graphically distinct) economic groups. It is of course a common- 
place to refer to this tendency in Canada, almost as a locus 
classicus. But a work of the pretensions of this book might have 
been expected to devote a whole chapter to this question. 

As regards exposition, while Mr. McDiarmid writes a clear 
and readable style, it would undoubtedly have improved the 
clarity of the earlier chapters if more of the details relating to 
tariff rates and tariff changes had been relegated to footnotes 
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and the text reserved for the main development of the argument 
as is done in Chapter XII. The absence of a bibliography is to 
be regretted; for a survey of the footnotes indicates that the 
author has delved deeply into the diffuse and widely dispersed 
sources of material on this subject. 

Despite these shortcomings this work is, to this reviewer’s 
knowledge, the first complete detailed history of the Canadian 
tariff. And while it does not succeed in presenting a complete 
account of the part played by commercial policy in the Canadian 
economy, it does nevertheless bring together all the material 
on the development of the Canadian tariff as a necessary pre- 
requisite to any complete study of that subject. 


O. L. Wri1ams 
London. 


Canadian Agricultural Policy, The Historical Pattern. By VERNON 
C. Fowxer. (Toronto: University of Toronto Press, 1946. 
Pp. 304. 19. 6d.) 


Tuts book, written with the sweep and documentation of 
D. G. Creighton’s Commercial Empire of the St. Lawrence (1937), 
though with less literary elegance, takes us through the centuries 
from New France to the Dominion of 1930 and examines the 
evolution of agricultural policy in relation to the development of 
the Canadian economy through its well-known phases—fisheries, 
furs, timber, wheat, and again more wheat in the Canadian West 
up to the point when Canada, her western limits reached, rolls 
back her north of minerals and power. Each chapter, with its 
wealth of detail, is ably summarised, and full use is made of 
fundamental concepts—the moving frontier, the St. Lawrence 
at once a highway of commercial empire and an international 
water, and the constant concern of agricultural policy with 
immigration and land settlement, in view of the at times relentless 
pull of the United States. In the latter connection the book 
may be read side by side with Hansen and Brebner’s Mingling of 
the Canadian and American Peoples (1940). 

The author’s scheme has the advantage of keeping under 
notice throughout the regional peculiarities of different areas— 
the Maritimes with their emphasis on products other than grains 
(though here we might be told more of Prince Edward Island’s 
fur-farming), Ontario and Quebec with their mixed agriculture 
and the difference in structure and outlook between the two, the 
Prairies with their overwhelming stake in wheat, British 
Columbia with its fruits and climatic attractions. He has no 
difficulty in showing that the phrase “‘ Canada is basically an 
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agricultural country’ means little, and indeed suggests error, 
and that agricultural policy is not concerned primarily with 
improvement for its own sake, but rather for its réle as a source 
of provisionment, a cushion of defence, a breeding-ground (one 
section in Chapter II is quaintly headed “‘ Problems of Pro- 
creation ’’), and above all as a creator of staple exports, to be 
handled by traders and transport agencies. 

Matter, not easily found elsewhere, is the full account of the 
Canadian Government’s effort to keep its livestock free of con- 
tagious disease and avoid the “‘ scheduling ”’ of live cattle to Britain 
(imposed 1892); the réle of the Dominion Experimental Farm 
(1886 on), so closely associated with the name of Saunders, father 
and son ; the relative importance of early frost resistant wheat in 
the northern belt and of the technique of dry farming (summer 
fallowing, etc.), in the southern; and the final chapter on Tariff 
Policy and the Farmer, which exhibits him now as protectionist 
and now as free trader, with an overriding concern for any policy 
which will diminish the risks and sudden set-backs of Prairie life. 
Much is said on railways and land settlement, though no con- 
tinuous narrative is given of the C.P.R.’s record here; but it is 
important to be reminded (p. 163) that Canada’s Homestead Act 
of 1872, by its block reservations for railways, nullified the 
American model of 1862. The evolution of the Grain Trade and 
Pools is summarised from the large literature on the subject, 
but nothing new is brought out, and the references to Agricultural 
Co-operation are rather trite, perhaps because the author holds 
that when we approach 1930 wheat-growing has had its day 
and must make way for minerals and pulp and paper as a dynamic 
force in Canadian life. But where shouid we be in England now 
without Canadian wheat and bacon? Furthermore, in these 
difficult post-war times it is important to emphasise in the sphere 
of policy Canada’s double face, landwards towards America and 
seawards across the Atlantic. We shall not go wrong if we frame 
our policy in the light of Ottawa, inasmuch as Ottawa knows that 
she must frame hers in the light of Washington. 

The book is printed and published with the excellence we 
associate with the University of Toronto Press (it is something to 
belong to a pulp and paper country !); and Professor Fowke of 
Saskatchewan, by his gracious acknowledgment to Dr. H. A. 
Innis, allows us to salute his book as yet one more fruit of the 
Toronto School of Economic History. 

: C. R. Fay 


Cambridge. 
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The T.V.A. Lessons for International Application. By HERMAN 
Fryer. (Montreal: International Labour Office, 1944. 
Pp. vii + 289. 6s.) 

Many articles, books and illustrations have appeared on the 
technical achievements of the Tennessee Valley Authority, and a 
book which explains the scheme of organisation and finance of 
the authority and its applicability internationally is very much to 
be welcomed. The T.V.A. has aspects of interest to political 
scientists, economists and planners as well as agriculturists, 
engineers and zsthetes, and Dr. Herman Finer has been successful 
in focusing upon these aspects without isolating them unduly from 
their context. 

One problem in political science which the T.V.A. tried to 
solve was the creation, in the words of President Roosevelt’s 
message of 1933, of a controlling corporation “ clothed with the 
power of Government but possessed of the flexibility and initiative 
of a private enterprise.’ Another political problem was the 
division of powers between the Authority and the seven States 
in whose territory it operated—a problem that will loom still larger 
for any international authority. Dr. Finer tells us (p. 229) that 
some of T.V.A.’s “‘ leading officers entered the Valley as though to 
conduct a crusade, and thus aroused resentment and opposition,” 
and draws the moral that engineers employed internationally 
must be selected not only for their technical efficiency, but for 
quickly understanding the culture, labour and business practices 
of the country to which they are assigned. Other valuable 
political experience is reported in three consecutive chapters on 
the Corporate Agency and its Method of Operation; Management 
and Personnel ; and Federal Controls and State Relationships. 

To an economist the pricing and costing policy of such an 
integrated business as the T.V.A. is probably of greatest interest. 
The Authority provides means of navigation, flood control and 
electrical power, and these transactions have in common certain 
overhead costs such as dam construction and maintenance. 
The problem in what proportions to allocate the common costs of 
the authority was a critical issue, since T.V.A. electricity supply 
costs were used as a yardstick whereby to measure the prices of 
capitelist public utility corporations, and their failure to exploit 
the high elasticity of the demand for electricity. Dr. Finer use- 
fully devotes a short Appendix on the Allocation of T.V.A. 
Power Costs, the Profitability of T.V.A. Power Operations and 
the “‘ Yardstick.” 
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Planners, in the sense of persons concerned with the all-in 
development of resources for all-round future prosperity, will be 
particularly attracted by the chapter on the proper use of land, 
with its reference to soil surveys (pp. 51-2) and to the demonstra- 
tion farms on which accurate records were kept of the effect of 
fertilisers and modern farming practices, and by the chapter on 
the advancement of economic opportunity, with its programme 
for the diversification of industry. Industries which seem to have 
expanded successfully in the essentially rural Valley are paper- 
making, textiles and apparel, food products and the tourist trade, 

Sufficient time has elapsed since the initiation of the T.V.A. 
plan for some results to be assessed, and (in a chapter on indices of 
progress) Dr. Finer has made good use of the very full statistical 
information officially provided by the United States. In the 
Valley States, as in the South-east generally, per capita income is 
much below the average for the country generally, but whereas 
in 1933 Tennessee and Alabama (the two States with the highest 
proportion of their territory within the T.V.A.) had per capita 
incomes 51% and 62% below the national average, by 1940 they 
were only 44% and 54% below. Clearly one of the many lessons 
for international application is the possibility of raising income of 
low-income agricultural nations by the dispersion of manufacturers 
selected for their comparative efficiency in rural locations. 
Other lessons, economic and administrative, which arise from 
Dr. Finer’s enquiry will also be of the greatest value if Valley 
Authorities (R.V.A?; D.V.A.?) are planned internationally. 
These lessons are succinctly put in the final chapter. 


P. SaRGant FLORENCE 
University, 
Birmingham. 


The Letters of William Davies, of Toronto, 1854-61. Edited 
by W. 8. Fox. (University of Toronto Press, 1945. Pp. 
xiii + 144. $2.00.) 


Proressor Innis’s Foreword to this volume of letters em- 
phasises that the business conducted by William Davies was of the 
greatest importance as showing how supplies could be drawn 
fromr the United States, both for consumption in Canada and for 
shipment to England, under the Reciprocity Treaty of 1854. 
Given a considerable supporting weight of personal knowledge, 
it is true that the reader can understand the effects of the Recipro- 
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city Treaty more intimately after reading Davies’ letters. He 
can be seen journeying down into the States to buy his butter 
and cheese, and, above all, his hogs, and on occasions selling his 
eggs. 

It is interesting, too, to note that whereas Davies tried to 
create a market for Canadian and American butter by selling 
at low prices in England, he accepted the English tastes in bacon 
and beef as unalterable and spent his life in trying to get the 
breeder to produce for this market. 

But the further statement that the letters are a valuable 
contribution to the study of Canadian business history is not so 
acceptable. By 1861 (the end of the main period covered by 
the letters) Davies was only beginning to get into the food trade 
with the United Kingdom, and in so far as his operations extend 
beyond his personal control they lack detailed description. The 
credit which he requires to support him in his expansion from 
the retail food-trade of Toronto is obtained largely on a personal 
basis. Davies is able to discount bills, to negotiate bank loans, 
and to finance his increasing operations by means which terrify 
his staid brother; but the details are not set out in his letters. 
Likewise, when he fails and is tricked by his accountant and 
partner, we get only the solemn resolve to be more careful—not 
the details of the default. 

To business history, in short, the letters add little. Such 
contribution as they make is personal; they show that personal 
probity, personal likes and dislikes, personal knowledge of English 
tastes in bacon and butter, and above all personal industry and 
determination, are the dominant factors in the creation of Davies’ 
large-scale meat-packing and food industry. 

This personal interest runs through the letters so vividly 
that one cannot put them down. A man who develops his 
trade within the short compass of this volume from spending 
the nights preparing chitterlings and scraping sausage-skins for 
his stall in Toronto market to the sure beginnings of a great 
export trade has his own grip of his readers. There is a strong 
under-current of Baptist stringency running through the letters ; 
but no qualms are felt at proposals to sell goods in England 
without mentioning the fact that they come from the United 
States and not from Canada, or at a scheme to pass Canadian 
bacon off as Irish. 

The editor has produced a sound and easily read text. The 
notes are at the general level of ‘‘ Canadiana ’—of greater 
interest to the inhabitants of Toronto than to the wider public. 
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There is no index, and the letters do not need one. They should 

be read straight through as a fine study of the personality of 

an emigrant, not analysed into a contribution to business history. 
E. E. Rica 


St. Catharine’s College, 
Cambridge. 


Theorie des Mittelstandes. By Fritz Marpac. (Berne: A. 
Francke, 1942. Pp. 425. S. Fr. 15.) 


Ever since the fifties, and particularly since the seventies of 
the last century, it was a wellnigh general and rarely contested 
opinion among economists that the middle classes of all lands were 
heading for extinction, bound to be ground to dust between 
the millstones of capital and labour. Then came the German 
revolution of 1933, in which the petty bourgeois gave convincing 
proof that he was very much alive and able to master both his 
antagonists at the same time. This dramatic event has led to a 
revision of ideas and reversion of sentiments, of which Professor 
Marbach’s work is one of the fruits. 

As a literary achievement this stout volume has serious short- 
comings. It contains quotations without references (cf., e.g., 
pp. 116 and 154); it contains references which are inexact, as when 
the author speaks of Marx’s Preface to Political Economy, and 
means the preface to Marx’s Contribution to the Critique of Political 
Economy (p. 126); and it contains quotations so mangled and 
distorted that they lose all character, as the unfortunate passage 
from Goethe on page 136, which is out of place anyway. In general 
the style is careless and unrefined, and colloquial banalities 
alternate with lyrical effusions which are just as unpleasing in 
their context. 

But the substance of the investigation ought to interest us 
more than the form. Professor Marbach’s main problem is, of 
course, the attempt to describe, or at least circumscribe, that 
many-sided and elusive phenomenon, the middle class. He comes 
nearest to a satisfactory solution, not in his formal definition 
(p. 137), which covers a whole page and tries to combine all-too- 
disparate elements, but in a polemical passage (p. 119) where he 
argues that the members uf that class belong together because 
they have three interests in common: first, not to be made into 
proletarians ; second, to set limits to the development of capitalist 
enterprise and to bring it under control; third, to combat all 
theories which do not acknowledge the fundamental justice and 
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social expediency of the principle of strict equivalence in exchanges. 
It is the last point which needs elaboration, the first two being 
perfectly plain, and it is here that Professor Marbach’s main 
contribution to the discussion is to be found. 

The author’s social philosophy, which explains his approach 
to the subject, is a combination of Thomism and Marxism. 
Starting from neo-Thomist literature, especially the writers who 
favour a definitely anticapitalist interpretation of the Saint, he 
expounds the Thomist principle of equivalence in social and econo- 
mic relations, which disapproves of all income that does not rest 
on positive achievement. The Marxian derivation and con- 
demnation of surplus value, accepted by him implicitly and as a 
matter of course, seems to him essentially an application, or 
rather a more technical exposition of the same philosophy and 
economics; capitalist exploitation as unmasked by Marx is as 
typical a violation of the principle enunciated by the great Doctor, 
as can well be imagined. Professor Marbach thinks that a 
synthesis of these two streams of thought would afford the unifying 
ideology which the middle classes need to become a well-knit 
whole, that it is in accordance with their economic position and in 
agreement with their social outlook. Indeed, he sees very great 
practical and political possibilities in the adoption of such a creed. 
It would lead to a united front of proletariat and petty bourgeoisie 
against capital: the proletariat would acknowledge the small 
man’s property, built as it is on modest savings out of labour 
(Arbeitsvermoegen) as justified and guarantee its preservation, 
while the petty bourgeoisie would abandon its opposition to the 
socialisation of the means of production in large-scale enterprises, 
the socialisation of all capital which is the fruit of unearned 
profits, the incarnation of surplus value and the perpetuation of 
the injustices of the capitalist system. Thus Professor Marbach 
reaches a position curiously reminiscent of Proudhon, of whom, 
surprisingly, he does not say anything. It is impossible to tell 
how strong the appeal of his ideas will be: small, no doubt, in 
this country and in North America; but it may find a well- 
prepared soil on the continent of Europe where the middle 
classes have ever been in search of an ideology that would reconcile 
their anticapitalist sentiments with older loyalties. 

W. Srark 
University of Edinburgh. 
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Etude Sociale Comparée des Régimes de Liberté et des Régimes 
Autoritaires. By JEAN LeEscurE. (Paris: Les Editions 
Domat-Montchrestien. Second edition. 1946. Pp. 483. 
Fr. 300.) 

THE arrangement of this book is simple. There are eight 
chapters, dealing with ideology, economic equilibrium, capital 
formation, conduct of the firm, foreign trade, money and prices, 
farming and social conditions. Each chapter has separate sec- 
tions on Russia, Nazi Germany and Fascist Italy, with a brief 
introductory section on the corresponding institution under the 
liberal régime. If the sections be re-assembled, the book com- 
bines under one cover treatises of over 160 pages on Nazi Ger- 
many, just under 120 pages each on Russia and Italy, and over 
60 pages on liberal institutions. Prof. Lescure—apart, of course, 
from his well-known works on trade cycle problems—has already 
published separate books on Russia and Italy. It is interesting 
to find that—judging by his allocation of space—he thinks the 
Russian system the most instructive for the conduct of the firm 
and for agriculture, the Fascist system for ideology and for social 
conditions, the Nazi system for the other chapter headings. 

The main thesis of the book is as simple as its arrangement. 
“There is nothing which the classical liberal system need envy 
in the authoritarian régimes” (p. 9). And, in any case, there is 
much less difference than is commonly supposed, not only among 
the three different types of totalitarianism, but also between 
them and classical liberalism. (One senses some latent contra- 
diction between these two parts of Prof. Lescure’s findings.) 
The logic of economic laws (“l’économie rationelle ”) has con- 
quered the dictatorships. A lot of “useless blood” (p. 23) has 
been shed, especially in Russia, in a wasteful and futile attempt 
to escape from economic law. The dictatorial ‘“‘ Systems ”’ have 
to bow to triumphant “ Science ”’. 

It is clear that Prof. Lescure’s thesis is inspired by a peculiarly 
narrow and technical definition of economic analysis. True 
enough, the law of diminishing marginal utility and Gresham’s 
Law and King’s Law and hundreds of other laws remain true 
under any system, yet surely there is such a thing as a different 
economic philosophy and its use of the same techniques may be 
@ minor similarity concealing the major difference. One feels 
tempted to say: “ Well, they still breathe the same way in the 
U.S.S.R., too.” That such essential parts of the liberal system 
as the free pricing process can be incorporated in the Socialist 
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system has been shown by the Dickinson—Lange—Lerner group 
(of whose work Prof. Lescure seems not aware). Yet would we 
conclude from that that liberal ‘‘ Science ” “ conquers ” Socialism ? 

There is something unsatisfactory about an attitude by which 
the economist is asked to neglect all study of economic purpose, 
to “state without understanding ” (p. 475). Are we not bound 
to under-estimate the differences between liberalism and totali- 
tarianism, if the differences lie not in what can be stated but in 
what must be understood ? 

It will be apparent by now that Prof. Lescure’s book is per- 
vaded by a more vigorous and unsophisticated liberalism than 
is to be found in this country at the present time. Who in this 
country would dare to state so categorically that “ under liberal- 
ism, the recruitment of entrepreneurs is spontaneously good or 
excellent”? (p. 184). Or that the managers “have contracts 
like workers; they can be sacked from one day to another ” ? 
To take the fear of the sack for granted as a praiseworthy social 
incentive? To assume that capital formation is due to private 
voluntary saving by individuals? That “good money is gold 
money ” ? (p. 280). To discuss private enterprise without breath- 
ing the word monopoly? Never once to mention security of 
employment as one of the factors in the condition of workers ? 

This brand of liberalism will seem to many too ancient- 
flavoured. This is not a promising viewpoint from which to 
understand the totalitarian régimes. But any economist should 
study the masterly demonstration (pp. 242-246) that Schachtian 
methods of foreign trade are incompatible with the idea of equal 
trading partners but presuppose a “leader” and satellite coun- 
tries. Prof. Lescure also noticed—before the war—that the 
attempts at autarky weakened Germany, even for war-making. 

The book does not distinguish between the U.S., British or 
French institutions; they are all lumped together as “ systems 
of liberty.” It must be said, however, that some of the argu- 
ments which are put forward as applying to all “systems of 
liberty ” really apply to France but not to Britain. The state- 
ments on the part played by the commercial banks in industrial 
development are a case in point. 

While the section on Nazi Germany maintains an exception- 
ally high standard of accuracy, one cannot help feeling that Prof. 
Lescure is sometimes too remote an observer to do full justice. 
The statement that the severe penalties attached to the German 
foreign exchange restrictions before the war had “ stamped out 
fraud” (p. 312) could not have been made by any one in closer 
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touch with events. Similarly, the statement that National- 
Socialist doctrines contained a “ grain of demagogy ” (p. 373) 
strikes one as perhaps just too detached. Exchange rate 
“ stability ’” also appears much less fictitious than it really was. 

This book, generally, deals with events up to the outbreak 
of war. The original MS. was completed on August 25th, 1939! 
There seems something pathetic about a Frenchman stating, 
under that date, that Germany was approaching a crisis of over- 
supply with unco-ordinated State contracts (p. 171), or to see 
him imagine that the young people in German labour camps were 
being taught “ civics, and of the home, fatherland and the rights 
of the family ” (p. 374); or to read of his advice to the Germans 
to reduce State orders. ; 

This book is the second edition, published in 1946, but Prof. 
Lescure, as a matter of deliberate policy, has not taken in war- 
time developments. This he defends by saying (p. 10) that “ the 
war economy has nothing in common with the peace economy. 
. . . Everything is different ’’ and (p. 478) “‘ the war is not in- 
structive for the peace.” This may seem to others, as it does to 
the present reviewer, wrong reasons for a wrong decision. This is 
especially so since one cannot agree with his claim that the Anglo- 
Saxon war effort is final proof of the superiority of the free- 
enterprise system (p. 478). What about totalitarian Russia ? 
What, indeed, about free-enterprise France ? 

The reviewer hopes that his critical comments seem not incom- 
patible with the admiration which he feels for a work of stimulating 


scholarship. 
H. W. SIncEr 


The University of Glasgow. 


Das Lohnproblem. By AtrrepD Amonn. (Berne: A. Francke. 
Second edition, 1945. Pp. 78.) 


ProrEessorR AMONN holds the Chair in Economics at the 
University of Bern. His little book on wages seems peculiarly 
difficult to assess as a whole. For while its general theoretical 
background appears quite indefensible, yet in detail it is full of 
stimulating ideas. 

The book is a pure model of “ classical’’ argument, and 
Keynesian and other developments seem to have left it virtually 
untouched since the first edition appeared in 1930. It could serve 
as an illustration of the sort of contradictions to which this 
approach is liable to lead. Thus we read on p. 33 that high rates 
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of interest and low wages “‘ lead to an increase in capital and thus 
to an increase in the amount of labour’ demanded,” only to be 
told eight pages later—when substitution is on the agenda—that 
“‘ with a low rate of interest and high wage more capital and less 
labour will be used, with high rates and low wages more labour and 
less capital.”” Nor is the contradiction mitigated by the possi- 
bility of wages and interest moving sympathetically, for Prof. 
Amonn holds strongly that lower wages lead to higher rates of 
interest! Similarly, the method adopted in the book of first 
discussing wages as a share and then introducing productivity as a 
sort of independent numéraire is bound to lead to new confusion. 
The individual demand curve for labour is unblushingly applied 
to the economic system as a whole: 

Yet, as has been said already, the book has many compen- 
sating virtues. The ambiguity of the trade union objective of 
“ high wages ” is brought out very well. There is the interesting 
suggestion that the “‘ money wage fallacy ’” may have helped to 
popularise tariffs as a ‘“‘ protection” of wages (but to dispose of 
this fallacy does not in itself dispose of the argument that tariffs 
may protect employment). There is a hint on p. 57 that wages 
might be maintained in a slump by the imposition of employment 
quotas on employers. To many readers this will appear as 
putting the cart before the horse. We are more used to think 
of employment policy as an end in itself and of wages policy as a 
means, than vice versa; the author, however, writes on the assump- 
tion that there is no active State policy to maintain a “ high and 
stable level of employment.” 

The treatment of legal minimum wages as affecting wages 
indirectly through demand and supply may at first seem a little 
formalistic. Yet on reflection it seems possible that even an 
“ ineffective ”’ minimum wage—i.e., one below the market wage— 
may in fact raise the market rate, since it may affect the whole 
demand and supply curves. One should, therefore, be careful 
before thinking of a legal minimum as “ ineffective.” 

Another point of interest—arising from the Swiss background— 
is the great importance attributed to foreign trade problems in 
connection with wages policy. Emigration of capital appears as 
the rock on which a “ high-wages policy ” must founder. Following 
this argument further, one should expect trade unions in small 
countries to be keener on nationalisation than in large countries 
where “ emigration ” of capital will be less important. 

H. W. SINGER 


The University of Glasgow. 
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Relief and Social Security. By Lewis Merriam. (Washington, 
D.C.: Brookings Institution, 1946. Pp. xx +912. $5.) 
Tue problem surveyed in this volume is the methods by which 
the United States could develop a universal, comprehensive and 
co-ordinated system of social security to relieve want at a 
cost which the nation could afford, without interfering seriously 
with the American way of life. The conclusions reached are 
based upon a valuable analytical account, with historical back- 
ground, of the existing systems of relief and social insurance in 
the United States, together with emergency experiments in the 
United States during the depression years, and a summary of 
British and New Zealand schemes. Throughout the book atten- 
tion is directed separately to social, financial and administrative 


aspects. 
The depression of the 1930’s, which made the provision of 


relief and social security in the United States a major function 
of government, found the country unprepared. Notwithstanding 
much hasty improvisation and many piecemeal measures, 
valuable experience was gained over a wide field, but the present 
schemes do not provide, in the opinion of the author, the bases for 
a comprehensive system, and a new approach is needed. The 
account given of present methods indicates the magnitude of the 
task of providing a comprehensive scheme and reveals the com- 
plexities of the problem and the variety of principles and methods 
which have been applied, many of them being confused and 
inconsistent. Useful statistics are given showing the costs and 
benefits of each type of existing scheme, and, as figures being given 
separately by States, they enable conclusions to be drawn about 
differences between the main geographical regions of the country. 
The essential part played by the Federal Government through 
the instrument of grants-in-aid to the States and its powers of 
taxation is indicated. Attention is directed to arrangements 
made under the Social Security Act, 1935, and subsequent 
legislation for providing relief for needy aged persons, dependent 
children living with relatives, and for the needy blind. In 
addition to these arrangements to meet special needs, schemes of 
old age and survivors’ insurance and unemployment insurance are 
described, under which benefits are paid without means tests. 
The Federal Civil Service Retirement Scheme and a retirement 
scheme and unemployment insurance for railroad employees are 
also reviewed. The schemes without a means test are financed 
variously—the old age and survivors’ insurance fund, for ex- 
ample, being based upon joint contributions of employers and - 
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workpeople, while the unemployment insurance fund is based 
upon a Federal tax on employers of 3% of the wage bill. The 
present position is seriously defective because many categories 
of workers are without provision, while the different methods of 
financing give rise to anomalies. Thus, though measures for 
assisting the farming communities have been applied (and 
these’ are outlined), more than eight million farmers and farm 
labourers, representing 22%, of the total population, are excluded 
from most of the benefits of Federal relief and social security 
schemes, despite the fact that, directly or indirectly, people in 
agriculture are taxed for the benefit of others. Then, while 
Federal provision is made for the needy blind, other classes of 
disabled under sixty-five years of age are left to be cared for by 
State and local authorities, and are neglected by some States 
because the available relief funds are used almost exclusively for 
the categories covered by Federal grants. 

In reviewing British and New Zealand schemes, it is noted that 
the New Zealand approach to the problems of relief and social 
security is radically different from that in the United States, while 
Britain stands in a somewhat intermediate position. The New 
Zealand system of contributions based not on pay-rolls, but on a 
5% income tax paid by every one is favoured, particularly for the 
reason that employers have no special incentive to dismiss work- 
people in bad times. The author considers that so far as monetary 
benefits are concerned New Zealand represents complete protection 
against want at an approach to the lowest cost. Economies are 
effected by the application of a means test, except for super- 
annuation, by fixing maximum benefits near the minimum of 
subsistence, and by varying benefits according to the number and 
type of dependants. These provisions enable savings to be 
realised without causing hardship, whereas under the American 
Works Progress Administration the same payment was made to 
workers who were single as to married men with large families. 

The descriptive part of the book is followed by a general 
discussion of the purposes of relief and social insurance, the 
nature of needs and the advantages and disadvantages of means 
tests. Estimates are made of what the cost would be in the 
United States of a universal comprehensive system, alternative 
totals being given which show a wide range on the basis of different 
assumptions. In considering methods of financing schemes the 
incidence of taxes paid by employers and workpeople is examined, 
and the relative merits of using special earmarked taxes or of 
meeting costs from general revenues are discussed. The author 
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considers it undesirable to base State schemes on principles and 
methods appropriate to private insurance, and there is an interest- 
ing section on the question whether in governmental schemes the 
maintenance of financial reserves is necessary. Though the in- 
consistencies and anomalies of the United States system should be 
removed, its development into a unified Federal system would be 
unsatisfactory as this would involve a radical departure from the 
principles on which the government in United States is founded, 
with responsibility shared between the Federal, State and 
local authorities. The relationships of social security schemes 
to the employment services, the schools, the health services 
and agricultural agencies are examined. 

In suggesting reforms, the author recommends extension of 
American schemes to cover categories now excluded, and considers 
the establishment of a comprehensive system to be essential. He 
emphasises that a social insurance system should go no further 
in redistributing wealth than is necessary to relieve need, and to do 
otherwise would be an interference with liberty and individual 
opportunity. Relatives with resources should be required to 
maintain needy members of their families, a means test is favoured, 
and benefit payments should take account of the number of 
dependants. The author is attracted by the New Zealand system 
of a universal flat income tax as the soundest method of financing 
social security schemes, and he advocates that taxes levied on 
employers should be abolished. The meeting of the cost of social 
security schemes by a general tax serves to remind people that 
benefits must be paid for, and this is a check on extravagant 
legislation. For this reason also the building up of an actuarial 
reserve based on contributions is supported, even though in 
practice the Government uses the funds of the reserve to finance 
its general expenditure. It is made clear that ‘‘ expenditure for 
relief and social security must be made from current income. It 
is impracticable to meet them from any system of reserves. 
Insurance reserves of the national government consist only of its 
own obligations to pay in the future. Consequently the reserve 
system does not and cannot actually lessen the burden on future 
generations ” (page 869). The United States is considered to be 
far too large and too diverse to permit of the full direction of a 
comprehensive social security scheme from Washington, and the 
conclusion is reached that activities of government which touch 
the individual, the family and the community must be co- 
ordinated and largely controlled at local levels, with the Federal 
Government laying down general conditions and contributing 
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substantially by grants-in-aid. ‘‘ While the Federal Government 
ought to ensure a minimum standard of benefit payments for 
relief and social security, an absolutely uniform system of social 
security and relief would not be desirable because of the differences 
in the planes of living and in the costs of living in the various 
sections of the nation ” (page 870). 

This book should be consulted by all who are interested in the 
evolution of social security and in its economic implications. 

J. Henry RIcHARDSON 
Leeds University. 


Malay Fishermen: Their Peasant Economy. By RayMOND 
Fietu. (London: Kegan Paul, 1946. Pp. xii + 354. 25. ) 


AN intensive concrete study of any small part of a “‘ Western” 
economy, intended to reveal the complete working of that part, is 
beset with difficulties, owing to the complexity of interconnections 
with what is outside the part studied, while if a large part is 
selected for study, intensive observation is ruled out by the sheer 
magnitude of the task. Professor Firth has achieved what is 
impossible for economists who concern themselves only with 
“Western” patterns, by making an intensive study of the main 
features of a relatively primitive economy, enabling us to follow 
in concrete detail how the whole system works. 

Professor Firth devotes most of his attention to a small area 
of the east coast of the Malay Peninsula, and by detailed 
observation, which goes beyond mere sampling, brings to light 
precisely how this economy functions—an economy based on 
fishing for the main part of its subsistence and the marketing of 
the surplus beyond the area. In this we find no wage labour, no 
large-scale concentrations of capital, no monopoly questions, no 
State interference in the interest of communal planning or of the 
redistribution of incomes, but the characteristically “‘ Western ” 
institutions of private enterprise and private ownership are to 
be seen working in a pure form. Every man is an entrepreneur, 
anc he may also be a capitalist—that is, he may own a boat or 
net (or section of a net). He receives a share of the value of a 
total catch as supplier of labour (specialised labour obtaining a 
larger amount than unspecialised labour) and another share as 
supplier of capital. While the value of the product is determined 
competitively, the share-out is conventional. Nevertheless, there 
would seem to be sufficient elasticity. to give some approximation 
in the long run to distribution according to marginal productivity. 
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We find, for example, that a net obtains a larger share than does 
a boat of the same value, in order to allow for the longer life of 
the latter. Even so, it is a matter of some surprise to a 
‘‘ Westerner ”’ that, while there exist no conventions about fair 
prices to hinder the perfect competitive adjustment in the fish 
market, yet no mechanism appears to exist for ensuring the 
nicety of adjustment of distribution to marginal productivity that 
we like to believe is characteristic of ‘‘ Western ’’ economies. 

One is tempted to ask how rapidly these conventions as to 
share-out undergo modification—whether when capital was 
scarcer its share was different? This is an easy question to ask, 
but any one who is aware of the difficulties of this kind of field 
work should not be surprised that Professor Firth gives no answer. 
Furthermore, if the share of capital is not necessarily its marginal 
product, it need not surprise us to find that the rate of interest on 
money loans differs considerably from the return to real capital. 
Professor Firth has brought to light a number of interesting credit 
arrangements which do, in fact, show a remarkably high rate of 
interest—a rate that appears to be merely conventional rather 
than the result of equilibration in a market. It would seem that 
something that resembles an equilibrium price can appear that is 
neither determined by the degree of competition nor fixed by 
authority, though in general the competitive method of equili- 
bration seems to prevail. 

Of special interest to economists is the field technique of an 
anthropologist engaged in a purely economic investigation of an 
intensive kind. Inventories and samples play their part in 
Professor Firth’s study—we find, for example, complete lists of 
boats and nets, classified in detail, samples of household budgets, 
distribution of incomes, and so forth. But we also find a 
meticulous following-up, in concrete detail, of the fate of particular 
boats as regards variation of crew, day-to-day volume and price 
of catch, and so on; or of the complete process of price formation 
on particular days as the boats come home and the middlemen 
haggle over price with the crews or their representatives. Professor 
Firth does not, however, get lost in this mass of inherently un- 
interesting detail—he is, throughout, economist and sociologist, 
and a living picture emerges of the working of one kind of free 
capitalist unplanned entrepreneur economy. 

W. E. ARMSTRONG 
University College, 
Southampton. 
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John Hilton. By Epna Nixon. (George Allen and Unwin, 
1946. Pp. 344. 15s.) 


Mrs. Nrxon’s life of John Hilton succeeds in a remarkable 
degree in bringing to life that odd and enigmatic character. It 
is an extraordinary story, however well we know it—the boy 
born in poverty in Bolton, leaving school despite great promise 
at fourteen and a half, millwright, inventor, works manager at 
twenty-three; then sickness, a period of recovery in St. Peters- 
burg, and a new life to begin from the start at twenty-eight; his 
first apprenticeship to a literary career through free-lance 
journalism, to public speaking through lecturing on Brighton 
beach for the Free Trade Union, his association with the Norman 
Angell movement and with the Garton Foundation, and his 
progress through this to secretaryship of the Committee on 
Trusts and Combines, to the post of Director of Statistics and 
Intelligence in the Ministry of Labour, and ultimately the Pro- 
fessorship of Industrial Relations at Cambridge. 

All this Mrs. Nixon tells with great vividness, as also his 
attraction to broadcasting, his growing interest in the new 
medium, his many successes and his few failures over the air, 
the great range of new contacts and new activities that first 
broadcasting and then journalism brought to him. For before 
his death, John Hilton had become in most strange fashion the 
personal friend and confidant of millions. He possessed in a 
unique degree the power of conveying from an unseen speaker 
to an unseen audience a sense of intimacy and passionate sincerity. 
He had a fire in his belly, and none could for a moment doubt it. 

But there are points at which Mrs. Nixon is almost too loyal. 
To many the enigma of Jobn Hilton is that one who achieved 
such greatness as a broadcaster could have been, to the extent 
that he undoubtedly was, a failure as a civil servant and as a 
professor. For he was a far greater man than many who have 
succeeded far more notably in one or both of these professions. 
It is not, I fear, enough to suggest, as Mrs. Nixon does, that his 
leck of success was due to the deficiencies of his civil service 
colleagues or superiors, or to the absorption of his academic 
contemporaries in trivialities and abstractions. As a broadcaster 
Hilton triumphed over difficulties at least as great. Would it 
not be truer to say that neither of these professions was Hilton’s 
real métier? A civil servant, more particularly if he must deal 
with statistics, must be a pertinacious slogger, an organiser and 
a member of a team; Hilton was an individualist who worked 
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by flashes of almost feminine intuition and sensitivity. An 
academic must possess the power of seeing the wood through 
the trees, of generalising the infinite continuity and complexity 
of the real world into categories and principles; Hilton was far 
too conscious of the varieties, he thought in individuals and not 
in categories; the simplifications needed for generalisation seemed 
to him an inhuman disregard of the true realities. It was a grave 
loss to Cambridge as well as to Hilton that Cambridge never 
really absorbed him as a person, for Cambridge beyond question 
needed the counterpoise to the over-academic which Hilton 
might have provided. Yet the Cambridge into which he came 
was not devoted to trivialities. He arrived when Keynes was 
re-writing economics; the intellectual counter-attractions have 
left an enduring and practical mark upon the world. In this 
university world Hilton might have exercised a great influence, 
but somehow he lost interest. His colleagues saw far too little 
of him for their good and for his. To his lectures he seemed to 
devote only a fraction of the care and labour that he put into 
his broadcasts. As a broadcaster he was master of the art of 
producing himself, his histrionic gifts greatly contributing, and 
his broadcast on this has become a classic; as a lecturer he 
troubled little if at all with presentation or with systematic 
arrangement—the best undergraduates could supply what was 
missing and benefited greatly, the weaker were frankly lost. 
To all this, as Mrs. Nixon makes clear, the deplorable failure of 
Cambridge to take this proud and sensitive man into the family 
life of a college greatly contributed. 

But it is neither as civil servant nor professor that Hilton 
would wish to be remembered. It was as champion of the poor, 
defender of the oppressed, and friend of the unbefriended that he 
will remain in our memories. And Mrs. Nixon’s book, even if 
it is not a wholly dispassionate appraisal of his weaknesses as 
well as his greatness, will help to keep those memories fresh. 

AusTIN ROBINSON 
Sidney Sussex College, 
Cambridge. 
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NOTES AND MEMORANDA 
NOTE ON ‘“‘ THE INDUSTRIALISATION OF BACKWARD AREAS” 


1. Tue problem of the industrialisation of backward areas, 
both in its general aspects and in its application to specific regions, 
has lately been the subject of various research studies; though 
most students have tended to neglect the issue of the inter-con- 
nection between a possible areal development and the wider trends 
of global trade. This neglect is the more unfortunate as the lack 
of capital which has inhibited the industrial progress in many 
parts of the world is itself partly due to the uneasiness felt in the 
more advanced countries with regard to this special issue: the 
financial world might be more easily induced to assist in the de- 
velopment of “‘ backward ” areas if the long-term effect of their 
action could be shown to be entirely beneficial to the smooth 
working of the international trade mechanism. As it is, the trade 
of such areas as India, China or S.E. Europe still largely consists 
of the importation of manufactured goods, in exchange for food, 
raw materials and semi-manufactured produce; and the large- 
scale industrialisation of these areas, without definite safeguards, 
would tend further to disrupt this trade, and thus to destroy the 
remnants of that international system of national specialisation 
which was the basis of international commerce in the nineteenth 
century. 

2. The publication of a new monograph on the subject of the 
backward areas under the auspices of the Oxford University 
Institute of Statistics! provides a welcome opportunity to 
sketch some of the international implications of any industrial 
development schemes, if only by a consideration of some short- 
comings in the analysis put forward by the Institute. Most 
of this analysis consists of a quantitative estimate, based on 
pre-war statistical data, of the cost involved in and the benefit 
to be derived from an attempt to create a new modern industry in 
Eastern and South-Eastern Europe, capable of absorbing within 
one generation the whole of the agricultural surplus population 
of this area. The authors’ “ Model ” (referred to in the following 


1 Institute of Statistics, Monograph No. 2, The Industrialisation of Backward 
Areas. 
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as the “ Oxford ’’ scheme) provides for the absorption into industry, 
at least during the first five years of the development, of 500,000 
workpeople per annum; including 270,700 into the manufacturing 
industries, 200,000 into building and construction, and 29,300 
into mining and electric power production; and the authors 
reckon that an additional 175,000 workpeople will be absorbed 
each year into “services”. The figure for mining and electricity 
generation is put comparatively low, in view of the limited mineral 
and hydraulic resources of the area; while the man-power needs 
of the services and of building and construction are determined, 
as a secondary factor, by the requirements of the new manufactur- 
ing industries.’ It is the position of the manufacturing industries 
that chiefly requires attention. 

3. The authors of the “‘ Oxford” scheme rightly envisage 
the creation of a new demand for manufactured goods within the 
new industrial sector which during the initial development period, 
should be greatly in excess of the supply of goods produced in 
the sector itself. However, it can easily be shown that even 
according to the assumptions of the ‘“ Oxford” scheme, this 
demand will grow smaller after the end of the industrialisation 
boom while the productive capacity of each new factory will 
remain essentially constant: the authors estimate that the 
aggregate output of the new manufacturing industries during the 
first five development years will be at a value of £2,062-5 mill. 
against a self-creating demand for manufactured goods of about 
£2,350-8 mill.; but this latter figure includes a non-recurrent 
demand “on capital account ”’ (e.g., for the construction of new 
industries) to the extent of £553-05 mill.,2 while the demand 
on “current account ”’ of £1,797-75 mill.? (generated by the re- 
quirements of wage, salary and profit earners and by the per- 
manent replacement needs of plants, etc.) is appreciably smaller 
than the expected industrial output. It may be possible to a 
certain extent, to narrow the gap between supply and demand, 
even after the end of the industrialisation drive, by such measures 
as a determined social policy which might raise the requirements 
for consumers’ goods; but on the whole, this calculation seems to 
support my proposition that in the long run, the new industry 
will produce a considerable surplus of manufactured goods which 

1 It may be noted that the building requirements are particularly large in 
the initial industrialisation period; and it would therefore appear that any large- 
scale development scheme of this type involves the problem of how to re-employ 
the building workers in later years. 


* Figures adjusted to allow for replacement in respect of plant and machinery 
as part of the demand on “‘ capital account.”’ 
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will have to be marketed either abroad, or in the agricultural 
sector of the development area, or in that part of the industrial 
sector of this area which was already in existence before the 
inauguration of the new industrialisation policy. The emergence 
of this surplus produce is postponed, in the “‘ Oxford ” scheme, by 
the assumption that the industrialisation drive will be extended 
far beyond the first Five-Year period; but the price eventually 
to be paid for such postponement would merely be to increase 
the volume of surplus produce. 

4, There is nothing frightening in this prospect of an “‘ export ” 
surplus, provided that it consists of goods which can find a ready 
market ; and there will, indeed, often be a necessity of a determined 
export drive in order to refund development loans. However, it 
seems imperative in these circumstances that any industrial 
planners should have this prospect clearly in mind, and that 
special stress should be given to the development of such industries 
whose eventual excess produce can be expected to be marketable 
outside the new industrial sector. The “Oxford” scheme 
provides for an allocation of labour and capital as to individual 
manufacturing industries roughly in proportion to the total 
demands likely to be generated in these respective industries ; 
and as a result of such a policy, the surplus produce after the end 
of the active industrialisation period would probably consist of all 
types of manufactured products including, in particular, both 
consumers’ and capital goods. However, the demand for con- 
sumers’ goods is in general more elasticthan the demand for capital 
goods; while on the other hand, the old-established industrial 
countries have largely specialised in the production of capital 
goods and it is neither easy nor desirable for the capital goods 
industries of the ‘‘ new ” countries to try and compete with them 
in the available markets. Generally speaking, it would therefore 
appear desirable that any large-scale industrialisation measures 
in backward areas should provide only for a limited development 
of capital goods industries, so that all their produce can be 
permanently absorbed within the new industrial sectors; and also 
that no additional difficulties should be created for the export 
sectors of the capital goods industries in old-established industrial 
countries. 

5. There is in practice no clear dividing-line between con- 
sumers’ goods and capital goods, and still less between the in- 
dustries specialising in their production; but it may be sufficient 
for our illustrative purposes to define these two groups of manu- 
facturing industries as follows :— 
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Consumers’ goods industries: Food, drink, tobacco; 
clothing and bedding; textiles; leather, fur, rubber; paper, 
printing and stationery; furniture and woodwork; pottery, 
glass, miscellaneous. 

Capital goods industries: Building materials; metal; 
engineering; electrical products; chemical, gas, coke and 
petrol. 


The main data in the ‘“ Oxford” scheme for these two in- 
dustrial groups concerning labour distribution, expected gross 
output and expected demand on current account, are as 
follows :— 





Distribu- 
tion of 
additional 
personnel 


Demand 
from 
current 
account 


in . 
thousands). (£ mill.). 


(1) (2) (3) (4) 


Consumers’ goods 


Gross 
output 
(£ mill.). 





industries 


Capital goods in- 


dustries . 


- Total 


745-0 
608-5 


1,147-5 
915-0 


951-0 
"846-75 








1,353-5 


2,062-5 


1,797-75 

















The rate of over-production in this scheme (as shown in col. 6) 
is appreciably lower in the capital goods industries ti:an in the 
consumers’ goods industries, and this fact, though it is due to an 


99 


“‘ arithmetic incidence”’ rather than to actual design, has the 
welcome effect of reducing the permanent demand deficit in the 
capital goods industries to the low figure of £68-25 mill., which 
represents an almost insignificant proportion of the total new 
industrial output. However, even under these favourable 
conditions, the figure for the permanent demand deficit in the 
capital goods industries represents nearly 26% of the total 
permanent deficit in all industries (£264-75 mill.), the equivalent 
of which has to be marketed outside the sector. As the excess 
capital goods must be considered unmarketable outside the 
sector on our present showing, the inclusion of such a high 
proportion of them in the total excess product may easily en- 
danger the whole plan, and it seems imperative to adjust the 
scheme accordingly. The following alternative scheme consciously 
avoids any permanent surplus of capital goods while otherwise 
accepting all the main statistical assumptions of the “ Oxford ”’ 
scheme :— 
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Distribu- 
tion of 
additional 
ee, account 
thousands). (¢ mill). 
(1) (2) (3) (4) 


Consumers’ goods 


Demand 
Gross from 
output current 
(£ mill.). 





industries 


Capital goods in- 


dustries . 
Total 


790-5 
563-0 


1,217-5 
846-75 


951-0 
846-75 


100 








1,353-5 


2,064-25 


1,797-75 





266-5 
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6. The statements contained in the two preceding paragraphs 
are subject to considerable qualifications when applied to specific 
areas. In particular, it seems appropriate to consider any 
industrial development schemes in connection with simultaneous 
agricultural developments, since the agricultural sectors of the 
backward areas are usually capable of increasing their own 
output by absorbing large quantities of industrial products of 
both the capital goods and consumers’ goods categories. Further- 
more, the conditio'.s o: .omparative costs, as determined by the 
availability of cheap labour, raw materiais, transport, etc., 
would obviously provide some guidance for the development of 
individual industries in such areas. It may thus be possible 
first to “shift” some of the ‘‘ exportable”’ surplus from the 
industrial to the agricultural plane, and secondly, to reduce 
further the quantities of non-marketable industrial surplus by 
concentrating on those lines of production for which the areas 
under consideration appear particularly suitable, from geographical, 
economic and historical reasons. 

7. It would not serve a useful purpose to elaborate on this 
subject, or to work out further hypothetical development schemes 
without a detailed reference to the actual conditions in the de- 
velopment area under review; but the present remarks may 
demonstrate the possibility, though only by conscious action, 
of avoiding further disturbances of the international network of 
trade as a result of the industrialisation of backward countries. 
Indeed, if such development schemes are worked out with a view 
to their global implications, they may prove to be an instrument 
for the re-establishment on quite a new plane of an international 
division of labour: not, as in the past, between industrial and 
agricultural nations, but between countries containing different 
types of both industry and agriculture, and specialising each in 
its appropriate lines of production in the different economic 
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spheres. The proposition is widely accepted that there is no 
moral or economic justification for permanently retarding the 
industrial progress of the many millions of people now inhabiting 
the backward areas of the world; but neither is it compatible with 
human progress to develop industries in all these countries in 
such a way that the remnants of the nineteenth-century division 
of labour are destroyed without an attempt to re-establish an 
improved system of an international division of labour. Inter- 
national economic planning, properly understood, may well 
indicate a way out of this dilemma. 
B. A. RAHMER 
London. 





THE BRITISH DEMAND FOR IMPORTS: A COMMENT 


In the Economic JourNAL, June 1946, Mr. T. C. Chang stated 
that ‘‘the value of the British demand for imports under full 
employment and 1938 conditions cannot be less than £1,300 mn ” 
(p. 206). Mr. Chang did not state the price level assumed for the 
figure quoted, but an inspection of his Table II would suggest that 
he had in mind a home price level 20% above the actual level and 
an import price level 41-5% above it. His figures imply imports 
of £950 mn. at actual 1938 import prices, or £1,120 mn. allowing 
for a deterioration in the terms of trade but at stable home prices 
(t.e., in wage-units). 

Lord Beveridge in Full Employment in a Free Society assumed 
3% unemployment, and out of the £500 mn. increment in the 
national income at stable prices £75 mn. was expected to be spent 
on imports. Mr. Chang assumes 5% unemployment, which 
would imply an increment of £400 mn. in the national income. 
Out of this, £90 mn. would be spent on imports at stable prices, 
or £260 mn. allowing for the deterioration in the terms of trade. 
The implied crude marginal propensity to import is 65%, clearly 
improbable, and considerably above Mr. Chang’s own 30% for 
the probable maximum. 

In the first place, a relatively small point, Mr. Chang gets a 
higher volume of imports under full employment than the 
Beveridge figure (which assumed constant terms of trade) because 
he seems to put his hypothetical employment at 13% above the 
actual level (p. 198). Considering that 13% of insured workers 
were unemployed in 1938, and taking 5% as the irreducible 
minimum, this figure seems too high. 
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Secondly—and this is the more important objection—a 
deterioration of 18% in the terms of trade as a consequence of 
full employment looks, on the face of it, excessive. According to 
official figures, in 1928 or 1929 our terms of trade were 20% worse 
than in 1933 at the bottom of the slump. 

Certain technical objections can be raised against Mr. Chang’s 
analysis on account of his brave effort to treat the tariff of 1932 as a 
price change. Had he regarded the tariff as splitting the period 
into two shorter ones, the results might perhaps have been some- 
what different. One finds when comparing the period 1924-30 
with 1932-8 a fall in the average propensity to import, in the 
marginal propensity, and also in the income elasticity. (My 
estimates for imports and incomes in real terms are, for average 
propensity 27% and 19%, for marginal propensity 24% and 15%, 
and income elasticity 0-9 and 0-8. The basic figures used were 
different from Mr. Chang’s. Using multiple correlation, the time 
factor was negligible.) Though the periods are shorter, the growth 
in the intensity of the relationship more than compensates for 
that. 

But the main objection is that it is difficult to use historic 
statistics, with little independent variation, to evaluate quantities 
under the conjectural state of full employment. The terms 
of trade will no doubt deteriorate, but the quantity of the 
change depends on whether full employment in Britain is accom- 
panied by world full employment or not. The deterioration in 
the terms of trade will be greater in the former case, though even 
so Mr. Chang’s figure looks excessive. In any case, it is not 
obvious why the terms of trade should depend on the level of home 
prices under full employment. According to Mr. Chang’s Table 
II, the terms of trade would deteriorate by 9% with home prices 
10% above the actual level, and by as much as 29% with home 
prices 35% above the actual level. The reason for some of these 
strange results is, of course, that in the trade cycle all related 
quantities move together and it is practically impossible to 
allocate each variation to its cause. It would have been wiser to 
examine the direct connection of employment and the terms of 
trade, rather than the relationship of the terms of trade and home 
prices, both determined by the level of employment. 

If there had been full employment in Britain, but not elsewhere, 
the deterioration in the terms of trade could have been of the 
order of magnitude of 5% rather than 20%. But even with 
world full employment the import position of Britain would have 
been better than indicated by statistics relating to the past. The 
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reason is that there is a vast difference between the accompani- 
ments of full employment as a phase in the trade cycle (which is 
implied by an extrapolation of our statistics) or a “ high and 
stable level of employment ” as a result of Government policy. 
Both producer and consumer consider what is the (Marshallian) 
normal price of the commodity. Under full employment as a 
phase ir the trade cycle, the boom price is not the normal price ; 
under a stable full employment, it is. Hence, in the latter case, 
the production of certain raw materials abroad would expand and 
the terms of trade would not deteriorate as much as expected. 
And a permanent deterioration in the terms of trade would cause 
a greater switch-over from imports to home production than a 
purely temporary one, with a consequent reduction in the volume 
of imports below the expected level. 

Though Mr. Chang does not consider the effect of full employ- 
ment on the balance of payments, one would like to avoid leaving 
the impression that the effect is the same as on imports. In 
fact, all items of the balance of payments are interrelated. The 
effect of employment on imports of services like tourist expendi- 
ture will be in the same direction as on imports of merchanise, 
but the effect on all other items will be in the opposite direction. 
The figures given by Mr. Chang are gross figures in the sense that 
there are large offsets against them. As imports are valued c.i.f., 
an allowance should be made for the higher earnings of British 
shipping and insurance as a result of more imports. The profits 
of British companies abroad (e.g. tea or rubber) are also sensitive 
to imports, and therefore there should be a further offset in the 
increase of income from foreign investments. But exports 
should also expand when imports expand, due to the income (and 
multiplier) effect in foreign countries. 

Now, under conditions of world prosperity the value of British 
imports increases. more than under full employment at home only. 
But it is under the former conditions that the value of British 
exports also expands greatly, including the value of shipping 
services the price of which is rather sensitive. Looking at the 
statistics of the inter-war period, the picture obtained is, if 
anything, the opposite to that expected : the balance of payments 
looks better in good years than in bad years. 

A further caution should be added as regards future problems. 
The value of imports in the near future cannot be estimated on 
che basis of extrapolating pre-war series. During seven years of 
comparative isolation certain changes have taken place; British 
industrial capacity in many lines expanded as a consequence of 
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the war, and the industrial capacity of some of Britain’s supplying 
countries was destroyed. Thus it can be expected that the 
British demand for imports, given the level of employment and 
the institutional factors, will be less than before the war. To 
sum up, it is unlikely that full employment should cause excep- 
tional balance of payments problems. Certain self-adjusting 
factors, which Lord Keynes emphasised in his last article, are 
bound to be in operation. But in any case, the magnitude of the 
deficit should be of the order of 10% of the actual value of imports, 
rather than 25% as would be suggested by crude extrapolation. 
That Britain has balance of payments problems is not denied, 
but these problems are dus to long-term factors and not to the. 
forecasted level of eraployment. 
T. Barna 
London. 





THE BRITISH DEMAND FOR IMPORTS: A REPLY 


TE technical objection which Dr. Barna has raised against 
my analysis is the treatment of the tariff of 1932 as a price change. 
From the point of view of the home consumer the cost of buying 
imported goods is not the price quoted by foreign sellers, but the 
quoted price c.i.f. plus import duties. Any change in tariff rate is 
therefore equivalent to an increase or decrease of import price. 
If a tariff is not a price change, what else is it ? 

I do not see why the whcie period should be split into two 
shorter ones. It seems that Dr. Barna has done so for the sake of 
getting higher correlation coefficients. As a matter of fact, the 
rather low value of my result is due to (1) ignoring other “ useful ” 
factors—e.g., the volume of British exports—and (2) the inclusion 
of the years, 1926 and 1931, during which British imports were 
abnormally affected by some random changes. If we take all 
these into consideration, the demand equation for British imports 
will be : 
log (volume of imports) = 1-1005 log (home employment) 

— 0-2815 log (relative import price) 
+ 0-2511 log (volume of British exports), 


with multiple correlation coefficient equal to 0-9434. The 
employment-elasticity, -+1-1005, is higher than Dr. Barna’s 
estimate. Consequently, the value of full-employment imports 
will still be higher than his. As all estimates are bound to be 
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little more than guesses, it is therefore difficult to say definitely 
which one is most reasonable. But a better result could be 
achieved, if we base our estimation on the elasticities of general 
groups of imports—+.e., Food, Raw Materials and Manufactured 
Goods. 

The figures in Column (2) of Table II are absolute import 
price including tariff, as has been pointed out in footnote 3 on 
page 198 of my article. The “ terms of trade” should be the 
ratio of absolute import price excluding tariff to the cost-of-living 
index. The tariff rate increased the import price by about 12% 
in 1938. Therefore the ‘“‘ terms of trade ’’ would deteriorate not 
by 9%, but by 2-8% with home price 10% above the actual level ; 
and so forth. Moreover, I did not attempt to estimate the level 
of absolute import price which would have been associated with 
British full employment in 1938. Table II only shows the 
theoretical values of imports at full employment under the assump- 
tion of different price levels. To get the figures in Column (2) 
by using regression equation is a matter of convenience. Would 
Dr. Barna object if I had arbitrarily set the figures equal to those 
by calculation ? 

I agree with Dr. Barna that a trade-cycle boom is different 
from a “ high and stable level of employment.” But his attack 
has been pointed in a wrong direction. I did not try to forecast 
the future ; I sought only to show what a rise to full employment 
in the U.K. in 1938 would have entailed. Moreover, to say that 
it is dangerous to extrapolate pre-war series is not to say it is 
useless. It seems to me that Dr. Barna prefers complete darkness 
even to fitful gleams of moonlight. 

TsE-CHUN CHANG 
Cambridge. 





CURRENT TOPICS 


WE announced in the June issue of the Economic JouRNAL 
that it would not in future be possible for the London and 
Cambridge Economic Service Bulletins to be distributed free with 
the Economic JournaL. The Bulletin that is circulated with 
this issue is the last that will be distributed free. 

In the June issue Fellows were invited to subscribe for the 
Service on special terms, which would vary in accordance with the 
total number of subscribers which might be obtained. In view of 
the response hitherto, it has been decided that the rate for the 
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first year will be 15s. per annum. Any Fellows who have not yet 
informed the Secretary of the London and Cambridge Economic 
Service, at the London School of Economics, Houghton Street, 
Aldwych, London, W.C.2, of their desire to subscribe, are urged 
to do so with as little delay as possible. We include on a slip 
in the current issue of the Bulletin a note indicating the important 
proposed changes that will be incorporated from the beginning 
of next year. 





Tue Nuffield Foundation has recently made a grant for a 
period of five years to the Department of Applied Economics in 
the University of Cambridge to be used for the appointment of 
a number of Research Fellows in the: Department. The first 
two Fellowships have now been filled and the following have 
been appointed :— 


Dr. R. C. Geary, of the Statistics Branch of the Depart- 
ment of Industry and Commerce in the Government of 
Eire and joint Editor of Biometrika, who has been granted 
leave of absence by his Government during the present 
academic year to research into Problems of the Analysis of 
Time Series. 

Mr. F. Sewell Bray, partner in Messrs Tansley, Witt and 
Co., Chartered Accountants, and joint author of Design 
of Accounts, who will be engaged in research into Problems 
of Social Accounting. 


In addition the Department has made the following appoint- 
ments to its research staff :— 


Mr. G. H. Orcutt, of the Department of Economics and 
Social Science of the Massachusetts Institute of Tech- 
nology, who will be researching on Dynamic Models for 
Total Economic Activity. 


Mr. G. Stuvel, of the Central Planning Bureau of the 
Netherlands Government, who is engaged on Research 
into The Statistical Analysis of Demand and Consumers’ 
Behaviour. 


Mr. A. R. Prest, of Cambridge University, who is working 
on The National Expenditure of the United Kingdom before 
1920. 
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Tue Secretary of the National Institute of Economic and Social 
Research has informed us that the following awards of Senior 
Research Fellowships have been made for the coming academic 
year :— 


Mr. E. J. M. Buckatzsch, Lecturer at Balliol College, Oxford, 
has been awarded a part-time Fellowship for one year to 
work in Oxford on an enquiry into Factors affecting income 
per head in towns and areas of England and Wales 1929- 
1939. 


Miss Kate Liepmann, Research Associate of the Recon- 
struction Research Group, University of Bristol, has 
been awarded a full-time Fellowship for one year to work 
at the University of Bristol to undertake an enquiry 
into The extent and composition of labour markets in selected 
areas in the South-west. 


Mr. H. G. Schenk, of Exeter College, Oxford, has been 
awarded an extension of his part-time Fellowship for one 
year to complete at Oxford his enquiry into Huropean 
Romanticism and the Social Revolution 1790-1830. 


These Fellowships are for the purpose of advanced research, 
primarily in the field of economics and social economics, but not 
excluding other social subjects, and are awarded to suitable 
candidates who have been recommended by Universities and 
University Institutions in the United Kingdom. 





THE Colonial Office has drawn our attention to the institution 
of Colonial Research Fellowships to enable suitable research 
workers to pursue work in the British Colonial Empire. The 
Fellowships carry a remuneration at the rate of £400 per annum, 
which may be increased to a sum not exceeding £750 per annum 
if the Fellow is married or in any other appropriate circumstances. 
Travelling and other expenses will also be provided. The Fellow- 
ships will normally be reserved for University graduates in the 
Natural or Social Sciences, under 35 years of age, from any part 
of the British Commonwealth and Empire. 

Further information may be obtained from The Secretary, 
Colonial Research Committee, Palace Chambers, Bridge Street, 
London, 8.W.1. 
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THE Royal Economic Society is anxious to obtain returned 
copies of the last issue of the Economic Journat—that for 
September 1946—and the London Cambridge Economic Service 
Memorandum No. 107 which was distributed with it. Any 
member who may care to return copies in good condition to the 
Assistant Secretary, Mr. S. J. Buttress, 6 Humberstone Road, 
Cambridge, will be paid 3s. 6d. for the Journat and ls. for the 
Memorandum. 





WE have been informed of the proposed publication of a new 
journal to be entitled Kyklos, an International Review of the Social 
Sciences, with the following Editorial Board : A. Aftalion (Paris), 
Luigi Einaudi (Rome), Walter Eucken (Freiburg i. Br.), Alvin H. 
Hansen (Harvard), Eli F. Heckscher (Stockholm), J. R. Hicks 
(Oxford), Charles Rist (Paris), William E. Rappard (Geneva), 
Joan Robinson (Cambridge), Wilhelm Répke (Geneva), Edgar 
Salin (Basel), J. A. Schumpeter (Harvard), Alfred Weber (Heidel- 
berg). 

It will publish, in the main, contributions on all the various 
aspects of the theory of economics, including the theory of 
economic policy and finance. The review will also be devoted to 
economic and social history, the history of economic theory, as well 
as to all problems appertaining to sociology. It aims to create 
something that has not existed before in this form, that is, an 
international forum for scientific discussion between the scholars 
and peoples of many different tongues and nationalities. 

Articles will be published in English, French and German. 
Any communications should be addressed to Dr. H. G. Bieri, 6 
Place Bubenberg, Berne, Switzerland. 





Tue Editors of the Economic JourRNAL have been informed 
of more than one attempt that is being made at the present 
moment to compile a complete bibliography of Lord Keynes’ 
writings. They are anxious to secure the help of editors of 
journals and others who can inform them of contributions by 
Lord Keynes to newspapers, weeklies, Festschriften, etc., and to 
journals other than the Economic Journat and the Quarterly 
Journal of Economics. : 





RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 

Vou. CIX. Part I, 1946. Some Aspects of the Use of Statistics in Govern- 
ment, with special reference to the Human Budget : the Inaugural Address 
of the President, Toe Rr. Hon. Lorp Wootton. A Review of Recent 
Statistical Developments in Sampling and Sampling Surveys : F. YatEs. 
Cumulative Sampling: a speculation as to what happens in copying 
manuscripts: G. Upny Yue. Elementary Statistics of Majority 
Voting: L. S. Penrose. Regulations of the Research and Industrial 
Applications Sections. 

Economica. 

Avueust 1946. Full Employment and International Trade: F. Bennam. 
The Marginal Cost Controversy: R. H. Coase. A Further Note on the 
British Balance of Payments : C. F. Canter and T. C. Coane. Welfare 
Economics and Economic Policy : A. RADOMYSLER. 

The Political Quarterly. 

OctroBER—DECEMBER 1946. Peace with Russia: M. Eprtman. Political 
Catholicism and Catholic Politics: I~tsa Barea. Spanish Politics and 
Parties : J.O.McLacutan. The National Coal Board : G. D. H. Coz. 
How Mussolini Fell: P. Sarorrt1. Legislative Draftsmanship: W. A. 
Rosson. New Horizons in Educational Broadcasting: R. 8S, LAMBERT. 


The Economic History Review. 


Vou. XV, Nos. 1 and 2. 1945. Problems of the British Coal Industry 
between the Wars: W.H.B.Court. The Bill of Exchange and Private 
Banks in Lancashire, 1790-1830: T. 8. Asuton. The Destruction of 
Woodland in the Eastern Counties under William the Conqueror: R. 
LENNARD. Vitriol in the Industrial Revolution : A. CLow and Nan L. 
Crow. British Economic Activity in the German Colonies, 1844-1914 : 
W. O. Henperson. The Bank of England: W. T. C. Kina. The 
American Negro Problem: D. W. Brogan. English Agriculture from 
Cobbett to Caird (1830-80) : G. E. FussEtu. 

Vout. XVI, No. 1. 1946. British Food Supplies, 1914-1939: R. J. 
Hammond. Samson Gideon and the Reduction of Interest, 1749-50: 
L. §. SurHertanp. Alien Hosting in Southampton in the Fifteenth 
Century: A. A. Ruppocx. Utility and Radicalism, 1825-1837: F. E. 
Hyper. The Denomination and Character of Shares, 1855-1885: J. B. 
JEFFERYS. Sir John Clapham: M.M. Postan. Edwin Francis Gay : 
N. S. B. Gras. Early Banking: M. M. Postan. The History of 
Empire: J. W. Davipson. 


The Review of Economic Studies. 

Vou. XII, No. 32. The Economies and Dis-economies of Industrial 
Concentration : the Wartime Experience of Coventry : A. SHENFIELD and 
P. Sarcant Fiorence. Some Consequences of the Habit of Judging 
Quality by Price: T. pg Scrrovsxky. A Note on Selling Costs and the 
Equilibrium of the Firm: J.P. Hayes. A Note on the Theory of Tariffs : 
H. Denis. A Note on Arc Elasticity of Demand: J. G. Diaz. Adver- 
tising Costs and Equilibrium—a correction: E. H. CHAMBERLIN. The 
Work of Erwin Rothbarth : M. KaEcx1. 


The Manchester School. 

January 1946. Is British Industry Inefficient?: J. Jewkes. The 
Mobilisation of Manpower in Great Britain for the Second Great War: 
Sm Goprrey Ince. Planning and Economic Privilege : G. L. SCHWARTZ. 
Lancashire: G. W. ARMITAGE. 
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May 1946. Man-Power Distribution, 1939-45 : some international com- 
parisons: C. T. SaunpERS. Future Competition between Natural and 
Synthetic Rubber: P.T. Bauer. Second Thoughts on the White Paper 
on Employment Policy: J. Jewxes. Polanyi’s Full Employment and 
Free Trade: J.C. Grpertr. <A City Plan: R. N. SPANN. 


The Sociological Review. 

JANUARY—OcTOBER 1944. Arab Status in Cyrenaica under the Italians : 
E. E. Evans-Prironarp. Balance and Planning: A. E. Smarzzs. 
Two Notes on Communal Responsibility : D. DauBE. The Validity of 
Public Opinion Survey Results : J. G. Ferrasy. A Preliminary Study 
of Some Social Aspects of Australian Business Cycles: K. F. WALKER. 
Art as Social Science: R. Muxersex. Durham City: Dorotuy 
SYLVESTER. 


The Eugenics Review. 


OctoBER 1946. Eugenics for the Daily Worker. Problem Families. 
Eugenically Desirable Types. 


Bulletin of thé Oxford University Institute of Statistics. 

Vout. 8, No. 7. Productivity and Real Income in U.S.A. and U.K.: T. 
Barna. The Future of the Potteries ; the report of a Working Party : 
G. D. N. Worswicxk. 

Vou. 8, No. 8. The Changing Pattern of Retail Distribution : R. BELLAMY. 
French Reconstruction Plans : T. Batoau. 

Vou. 8, No. 9. Wage Policy: J. Sremspt. The Franco-U.S. Loan 
Agreement: T. Batocgu. Swedish National Income Models: E. 
LUNDBERG and I. OHLSsoN. 

Vou. 8, No. 10. The United States in the World Economy: T. Batoau. 
Size and Success of Retail Distribution. Part II of a study on Costs and 
Efficiency in Distribution : R. Betiamy. 


International Affairs. . 

Juty 1946. Nuclear Energy and its Uses: Sir Grorce THOMSON. 
British Newspapers and Information-Services in International Affairs : 
G. N. Crank. Factors underlying British Foreign Policy: A. BRYANT. 
International Law ; some conditions of its progress: J. L. BRrERLY. A 
Korean Survey: Sir Paut Butizr. Ceylon ; inconsequential island ? : 
W. I. Jennincs. The Impact of the War on Turkey: A. C. EDWARDs. 
The Situation in Spain: Heten F. Grant. The Evolution of Local 
Government in British African Colonies : MARGARET WRONG. 


The Banker. 
SEPTEMBER 1946. Tackling the Sterling Balances. Some Consequences of 
Borrowing Act: R. Brrp. 

OcrosER 1946. The Coming World Trade Talks. Gilt-edged and the 
Volume of Money. The Return to Stock Exchange Fortnightly Settle- 
ments : H. CowENn. 

NovemBer 1946. The Modern Goschen. Will Dollars be Scarce? Is 
there a Future for Banking?: Dennis Ropertson. Scotland: a 
jinancial and economic survey. 


The Bankers’ Magazine. 
SEPTEMBER 1946. Rooted in Dishonour. Educational Section. 
OcToBER 1946. Wall Street Flurries. 
NovEMBER 1946. The Swiss Franc: F. Jenny. A Glance at the British 
Zone: W.S. Hrt1i-Rer. 


Midland Bank Review. 
Avueust 1946. The Design of International Order ; Monetary and Financial 
Arrangements. 
1946. Britain’s Food. The first post-war phase. The 
“T.0.F.0.”. A new factor in industrial finance. 
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Westminster Bank Review. 
OcroBER 1946. Britain’s Progress during the Transition. The Standard 
of Living. 
Planning. 
No. 254. Mothers in Jobs. 
No. 255. The Unmarried Mother. 
No. 256. Hurope and the Ruhr. 
No. 257. U.S. Slump—wU.K. Defence. 


International Labour Review. 


Marcu-—Aprit 1946. The Swiss System of Compulsory Extension of 
Collective Agreements: A. ARCHINARD. Wage Stabilisation in New 
Zealand: A. R. Low. Economic Post-War Problems in Denmark. 
Land Aspects of Labour Problems in Kenya. The I.L.0. Coal Mines and 
Inland Transport Committees. 


League of Nations Monthly Bulletin of Statistics. 


Juty 1946. Usual statistical information. 
Avucust 1946. World Production of Electricity, 1936-1945. 
SEPTEMBER 1946. . Public Finance of Some European Countries. 


The Canadian Journal of Economics and Political Science. 
Avucust 1946. (Papers presented at the Annual Meeting of the Canadian 
Political Science Association, May 1946.) The Cabinet—Position and 
Personnel : R. MacGrecor Dawson. Cabinet Government in Canada : 
Some Recent Developments in the Machinery of the Central Executive : 
A. D. P. Hernry. Some Aspects of Canada’s International Financial 
Relations : C.D. Buytx. United States International Financial Policy : 
R. F. Mrxesett. Multilateralism and Full Employment : M. Katxecxt. 
Patents in Relation to Monopoly : H.G. Fox. Trade Union Policy under 
Full Employment: E. Forsry. Some Management Responsibilities for 
Good Industrial Relations: E. M. Lirrtx. Government Forecasting in 
Canada’: 8. Bates. The Future of Immigration into Canada: H. F. 
Anaus. History of Indian Administration in Canada: T. R. L. 

MacInnes. The Goal of Indian Assimilation: W. W. Bratry. 


The Economic Record. 
JUNE 1946. John Maynard Keynes (some personal notes): L.F.G. Some 
Post-war Problems: L. G. LVILLE. Applications and Extensions of 


the Karmel Formula for Reproductivity : Cotrn CuarK and R. E. Dyne. 
Australian Income Tax, 1945: H. 8. Carstaw. Insulationism and the 
Problem of Economic Stability: C. G. F. Sumgrs. The Psychological 
Assumptions of Economics: K. F. Watxer. Production Goals for 
Primary Products : K.O. CampsBety. Prospects of Full Employment in 
Australia : J.8.G. Witson. Social Accounting : DupiEey SEERS. 


The South African Journal of Economics. 

JUNE 1946. Death Duties in South Africa: E. Kaun. Some Aspects of 
the Economic Development of Northern Rhodesia: J. A. Hznry. The 
Relative Merits of Tariffs and Subsidies as Methods of Protection: R. L. 
THRELLFELL. Public Finance and the Business Cycle in South Africa, 
1910-1940: J. L. Savi. 


The Annals of the American Academy of Political and Social Science. 
SEPTEMBER 1946. Belgium in Transition. 


The Journal of Political Economy. 

Avcust 1946. A Post-mortem on Transition Predictions of National 
Product: L. R. Kiem. The Italian Lira, 1938-45 : W. D. Grampp. 
The Dilemma of Liberal Economics: M. BRONFENBRENNER. Realism 
and Relevance in the Theory of Demand: J. M. Ciarx. The Graphic 
Depiction of Elasticity of Demand: C. C. Hour and P. A. SAMUELSON. 
The New Ethiopian Monetary System: M. J. WassERMAN. Heimann’s 
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History of Doctrine and Current Issues: F.H. Kntcutr. Mr. Gottlieb on 
Optimum Population : An Objection: P. K. Wuetrron. A Reply: M 
GOTTLIEB. 


The Review of Economic Statistics. 

Aveust 1946. Some Measurements of Elasticities of Substitution: J. 
TINBERGEN. Consumers’ Expenditures in War and Transition: V. L. 
Basstg. Statistical Materials Collected by the War Production Board : 
D. Novick. Sources of Business Funds: Selected Statistics, 1930-44 : 
C.C. Assorr. Tertiary Production as a Postwar International Economic 
Problem: A. G. B. FisHer. Wage Diversity and Its Theoretical Implica- 
tions: R.A. Lzster. Bullion Prices and the Gold Silver Ratio, 1929-45 : 
D. H. Leavens. Dovetailing Rural Public Works into E 
Policy: E. J. Howrenstine. Dr. Hansen on ‘‘ The Bogey of Economic 
Maturity”: G. TeRBoRGH. 


Journal of the American Statistical Association. 

JunE 1946. The Membership of the American Statistical Association—an 
Analysis: A. Hurwitz and F. C. Mann. Britain’s New Post-War 
Economic Guide: N. Crump. Problems and Methods of the Sample 
Survey of Business: M. H. Hansen, W. N. Hurwitz and MarGcaRetT 
Gurney. Actuarial a of the Operating Life of B-29 Aircraft 
Engines: O. L. Autman and C. G. Goor. Systematic Sampling and Its 
Relation to Other Sampling Designs: L. H. Mapow. Calculating the 
Geometric Mean from a Large Amount of Data: Z. SzaTrowsx1. The 

ign and Analysis of Methods for Sampling Microclimatic Factors : 
H. G. Wim. Application of Machines to Differencing of Tables: J. 
LADERMAN and M. ABRAMOWITZ. 


The American Economic Review. 


JunE 1946. The National War Labor Board: D. M. Krxrzzer.:A Re- 
consideration of Rent Theory: D. A. WorcesTER. Business Cycles and 
the Modern Theory of Employment : L. A. MetzizR. Debt Management 
and Economic Policy: H. C. Watticu. Functional Finance through 
Quasi-Free Bank Credit: J. C. PornpextTserR. The Railway Labor Act 
and Labor Disputes: H. R. Norturur. Marz and Economic Calcula- 
tion: M. M. Boser. The Economics of Minimum Wage Legislation : 
G. J. Srierer. Wage Differences in Local Labor Markets: L. G. 
REYNOLDS. 

Econometrica. 


Juty 1946. Lord Keynes and the General Theory: P. A. SamuEtson. 
The Region as a Concept in Business-Cycle Analysis: R. VINInG. 
Pricing and Price Levels: G. R. Davies. Raise Profits by Raising 
Wages?: T. C. Scuetimne. Standard Errors of the Tilling Coefficients 
Used in Confluence Analysis: E. Ruist. The United Nations Statis- 
tical Commission : 8. A. Rice. ‘“‘ Free Money ” of Large Manufacturing 
Corporations and the Rate of Interest: A. J. Duncan. A Reply: A 
KissELGOFF. 

The Journal of Economic History. 

May 1946. A Merchant Adventurer in Brazil: H. Heaton. The Medici 
Bank : Organization and Management : R. DE RoovEr. George Bernard 
Shaw and Karl Marx: W. Irvine. Posthumus’ Prices in the Nether- 
lands: E. J. Hamintron. 9x00 oo of Jackson: B. Hammonp. 
Clapham’s Bank of England: F. C. James 


Journal of Farm Economics. 

—— 1946. The Bureau of Agricultural Economics under Fire : a study 

n valuation conflicts : C. M. Harpryn. Professor Schultz and C.E.D. on 
Agrieulinrel Policy in 1945: J.D. Buack. Diagrammatic Economics : 
W. E. Pautson. The Wartime Use of Manpower on Farms: W. W. 
Wricox. Milk Price Differentials in the Southeast: W. J. J. Smrru. 

A Rational System of Agricultural Price and Income Controls: G. 
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SHEPHERD. Modernization of Chinese Agriculture: P.W.Tsovu. Food 

Consumption at the National Level: C. B. Howz. A Framework for the 
Study of Peripheral Economic Areas : G. A. HUBERT. 

Foreign Affairs. 

Juty 1946. Agreement on Germany: Key to World Peace: G. Brpavutr. 
Has our Policy in Germany Failed? : E.S. Mason. Atomic Energy and 
American Foreign Policy: C. P. Hasxtns. Lenin’s Democracy, and 
Stalin’s : M. VisHNtaAK. After the Savannah Conference : F. M. Vinson. 
The Soviet Peacetime Economy: N. MixuHammov. Canada Looks ‘‘ Down 
North”: L. B. Pearson. The Outer Mongolian Horizon: O. 
Latrmore. The Future of British Imperial Preferences: H. Fes. 
Kurdish Independence and Russian Expansion: W. L. WESTERMANN. 
Home Rule for Scotland: R. H. Bruce Locxnarr. A Four-Power 
Program in the Caribbean : C. W. Taussia. Two Invasions: E. Tarik. 
Italy at Work: Achievements and Needs: 8S. FrenoautTEs. Spain as an 
African Power: R. G. WooLBERT. How much oil has Russia? : S. M. 
SCHWARZ. 

Revue de l’ Institut International de Statistique. 

1945. ISI,IASIANDUN:S.A.Rice. Sur les limites de la dispersion de 
certaines estimations: G. Darmois. Nouveaux essais d’explication de 
la répartition des revenus: R. M. Fricuet. Sur. les fondements des 
évaluations de la richesse nationale: C. Grint. Collection of economic 
statistics in the United States: S. A. Rice. 


La Revue Economique et Sociale. 


Juty 1946. L’Argumentation détaillée de la C.G.T. pour la hausse des 
salaires: J. DurEtT. Grande-Bretagne et Occident Européen : W. Hix. 
La Réforme administrative : C. Metiac. Plan et Planisme en Tunisie : 
J. Kiem. Conjoncture ; prix, salaires et production: J. DUMONTIER. 


Revue D’ Economie Politique. 


Aprit—JUNE 1946. Remarques sur la théorie générale de Lord Keynes : P.T. 
Bauer. Offre et demande et débit: H.Gurrron. Théorie des encaisses et 
théorie de Vintérét: R. Fuortn. La balance des comptes et lV’équilibre 
économique international: J. Sriper. Le livre de Colin Clark “ Les 
Conditions du progrés économique”’: J. Fourastiz. 

Population. 

JanuaRy—MarcH 1946. Pression démographique et ressources agricoles ; 
application aux pays d’Europe: P. Vincent. Localisation industrielle 
et pewplement : L. CHEVALIER. Progrés technique, destructions de guerre 
et optimum de population: G. Liétinter. De la mesure de la mortalité 
infantile: J. Bourcsots. Véieillissement de la population et prolongation 
de la vie active: J. Daric. Sociologie et démographie: J. SToErTzEt. 
Evaluation des besoins de immigration frangaise: A. Savvy. Facteurs 
comparés d’assimilation chez des Russes et des Arméniens: R. GESSAIN 
et MADELEINE Dore. ‘ 

Aprit—JUNE 1946. Faits et problémes du jour: A. Sauvy. <A propos du 
recensement du 10 mars 1946: V. Fonsacrive. Viellissement de la 
population, retraites et immigration: P. Vincent. Pour une histoire de 
la population: L. CHEVALIER. Plein emploi et pleine population : 
A. Sauvy. Sondages et démographie: A. GrraRD. Apergu sur les 
législations étrangéres en matiére de démographie: J. Doustet. Le 
facteur “ qualité” en démographie: J. Sutrer. Eléments d’un bilan 
national de Valcoolisme : G. LETINIER. 


De Economist. 


SEPTEMBER 1946. De grenzen der leiding: J. F. Ten Dorsscnate. A 
consideration of what is meant by “ business-economy.” The writer 
refers to views that the purpose of business is to secure sufficient net 
profits, and to Dr. Mey’s observation that in a collectivist society there 

can be no “ business-economy.” This standpoint, that ‘ business- 























1946] RECENT PERIODICALS AND NEW BOOKS 675 


economy ”’ is concerned with how an undertaking can attain the greatest 
possible gains does not fit these times which demands a synthesis between 
individual pursuit of gain and social welfare. On this view there would 
be a conflict between business-economy and social economy. Greatest 
individual ‘gain, moreover, cannot now he held to imply the greatest 
social advantage. Businesses must cooperate together at their social 
task, as members of a ter whole. Expenditure and profit must not 
be viewed exclusively from the standpoint of the owner of capital, but 
as social-economic categories. It does not follow from this that indus- 
trial life must be nationalised or socialised on a large scale. Authority 
should create organs whose object would be to fit private initiative into 
the pursuit of the community’s welfare. The controlled or managed 
economy is not to be condemned or approved a priori. It is a question 
of costs and returns; a question, not of principle, but of expediency. 
Control should remain below the point where the advantages for the 
community are exceeded by the costs involved. Among the positive 
advantages are a more just distribution of wealth, and the possible 
avoidance of waste, in excessive competition and overcapacity. Among 
the losses involved are the withdrawal of labour and of capital from the 
productive processes. Nor is there any corresponding diminution in the 
amount of labour in the various businesses; on the contrary, govern- 
ment control involves an increase of staff. There is also a decline in 
the spirit of enterprise and in the urge to keep costs down. There is 
also the question of the quality and the competence of control : a little 
management of high quality is better than a large amount of manage- 
ment of inferior quality. Het prijzenstelsel in Rusland: A. C. Razoux 
Scuuttz. After a brief survey of the organisation of economic life in 
Russia, the writer gives a detailed account of the price system, and of 
various problems connected with the determination of prices. The 
final conclusion is that the Russian system has little to offer us in the 
field of the price-problem. In the first place, the Russians have not 
sufficiently thought out, theoretically, the price-problem. Further 
the influence of Marxism has led to certain definite mistakes, in par- 
ticular the abandonment of capital-interest as a guide to investment. 
Above all, the Soviet economy has in the main been a scarcity-economy, 
a ‘ building-up ’ economy : it is impossible to avoid the impression that 
in the Russian economy, a condition of need has always prevailed. The 
strong measure of centralisation supports the same conclusion. De 
economische data en de statistiek: J. H. VAN ZaNTEN. The younger 
economists complain of a lack of validity in economic conclusions, due 
ultimately to the fact that Economics has until recently been based on 
premises which are in conflict with reality, the assumption of the “‘ homo 
economicus.” According to some, Economics is a theory of acts of 
choice. Keesing remarks that this brings motives too much into the 
foreground : economics is rather a theory of the effects of these acts of 
choice. There has been a change from the older theory based on the 
‘homo economicus ”’ to the demand to-day that we should know what 
happens. It is not the task of economics to determine the circumstances 
relating to choice. This is for other sciences: Psychology, so far as 
concerns quality; Statistics, so far as concerns quantity. The com- 
plaint is made that the data which these sciences place at the disposal] 
of economics is not sufficient to make it possible to build up a theory. 
The remainder of the paper is concerned with the questiou how far 
Statistics can provide for this urgent need. Statistics is a “‘ serving,” 
a ministering science, which can only do serviceable work for others, if 
set before a definite problem. Three things are necessary: (i) deter- 
mination (by economics) of the problem ; (ii) commission to Statistics 
(and Psychology) with precise description of the problem and the data 
necessary; (iii) organisation of statistics to provide the necessary data. 
In conclusion two points are made: (i) Statistics can give no more than 
a decision on the past; (ii) a question arises whether the difference 
between the results of the new method and the old (resting on the 
‘*‘ homo economicus ’’) may not be less than is assumed. 
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Giornale degli Economisti. 
MarcH—Aprit 1946. Le basi storiche della struttura sindacale italiana : 
G. Demaria. The legislation of the Corporative state consolidated 
revious tendencies to over-centralization in Italian trade unions. 
Saber policy should follow British and American experience more 
closely. A proposito di un suggerimento del Pareto al ministro della 
produzione in uno stato collettivista: C. Damt. Pareto advocated (i) 
price discrimination in order to bring about optimum social output in 
the case of industries with increasing or decreasing costs, (ii) in cases 
where fixing of prices to include overhead costs would lead to less than 
full utilization of capacity, the levy of a fixed sum per consumer, irres- 
tive of amount bought, to cover overhead costs; consumers then 
ing able to buy as much as they wish at a price covering prime costs 
only. The first suggestion is approved, but the second criticised on 
the grounds that such a levy would discourage a certain number of 
consumers from buying the goods at all, and would press heavily on 
those with lower incomes. Obbiezioni economiche alle valutazioni della 
ricchezza nazionale ; C. Grint. An analysis of the dangers of estimating 
the national wealth according to market values. Use-values are nor- 
mally greater than exchange-values, and the difference tends to be 
larger the richer the country. Countries in which a small number of 
specialised forms of wealth are concentrated.in few hands will tend to 
have a higher price level than ones in which forms of wealth are large in 
number. Nuove ricerche sui bilanci familiari: P. Luzzatrro-FEGIz. 
An investigation carried out by the Institute of Statistics of the Uni- 
versity of Trieste for 1939 and 1942. Due to the war the structure of 
expenditure of the middle-classes has been becoming more like that of 
the lower income groups, particularly in the large proportion spent on 
food. Nuovi aspetti della politica monetaria internazionale: A. Gaumeo- 
Cantina. The: reaction from Chartalism and the return to gold as a 
means of international exchange. Razionalita della domanda e criteri 
ad indipendenza det beni: E. ZAcCAGNINI. A mathematical investiga- 
tion into (i) a suitable demand function, /‘‘i) the assumptions on which 
the measurability of utility rests, (iii) criteria for recognising the in- 
dependence of commodities. Llasticita della domanda di lavoro in 
Béhm-Bawerk: F. Viuttant. Béhm-Bawerk’s formula relating the 
wage-rate, the interest-rate, the period of production and the average 
annual product of each worker results in unit elasticity of demand for 
labour for each value of the period of production. The elasticity 
becomes greater than one for a rise or fall in the period of production, 
but can never become less than one. Béhm-Bawerk’s conception of 
the structure of production is criticised and a formula found, relating 
the concepts of Béhm-Bawerk to the general equilibrium theory of 
Walras, which enables the elasticity of demand for labour to be less 
than unity. 
May-—JuUNE 1946. Singolarita economiche della Palestina: R. Bact. 
The situation arising from a large inflow, for other than economic 
reasons, of labour, capital and organising ability of a particular kind 
into a relatively stagnant economy. In meriio a un’osservazione critica 
del Pareto: A. De Toma. Ricardo’s conclusion that total specialisation 
and international trade would be advantageous where there is a diver- 
gence of comparative costs was criticised by Pareto on the grounds that 
it depended on the tastes of the countries involved. Pareto’s example 
demonstrating this is found to be inadequate, and a diagrammatic 
method, showing that the area in which total specialisation and trade 
would take place may be more restricted than the divergence between 
the comparative costs, is developed. In the case where tastes are such 
that no exchange based on total specialisation could take place a “‘ pre- 
carious ”’ equilibrium could come about with partial specialisation by 
one country. Protection by the country which is specialising partially 
might, it is suggested, lead to stability and a greater gain from trade by 
both countries. Significato economico delle valutazioni della ricchezza 
nazionale : C. Gini. The objections raised in the article in the pre- 
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ceding number are disposed of on the general ground that once a market 
comes into being subjective values become subordinate to its objective 
valuations. An estimate of the national wealth should include an 
estimate of the value of the people of the country. This may be obtained 
in t of productive capacity, but not of level of culture. Nuove 
ricerche sui bilanct familiari: P. Luzzarro-Freeiz. A third inves- 
tigation carried out by the Institute of Statistics of the University of 
Trieste for 1943. The rationing system did not produce equal dis- 
tribution of the more important items of food among all classes; black 
market food became the main luxury of the higher income groups. 
La politica annonaria di Venezia : L. Dat Pane. A defence of Venetian 
policy in the eighteenth century in the transition from a purely com- 
mercial centre to one of regional trade with its own internal food supply. 
Nota sul problema della giusta imposta : L.V.BrEruri. The maxim that 
“the just tax does not exist ’’ becomes inevitable if consideration of 
the best way of spreading the sacrifice involved in paying taxes is 
separated from an allocation of the benefits received from public 
services. An attempt to do the latter can and should be made on 
juridical lines. The legal concept of an ‘interest’ may be helpful. 
Questioni di nomi: A. Loria. Collettivismo integrale e burocrazia : 
G. Dremaria. Presenting the recently published ‘ Economia colletti- 
vistica ed economia individualistica a confronto ’’ by CesarE Damt. 


Schweizerische Zeitschrift fiir Volkewirtschaft und Statistik. 
Aveust 1946. Probleme des Kapitalexportes: E. Kiinc. Spartdtigkeit 
und Kapitalbildung: E. KEtLENBERGER. Geldwertinderungen und 
Prozessabalyse : H. G. Brert. 


Moneda y Crédito. 

JUNE 1946. A propdsito de “‘ Ia Renta Nacional de Espafia”: A. 
GuERREIRO. La industria eléctrica francesa. Su nacionalizacion : 
A. V. Parvo. El estamento de la leza en el despotismo ilustrado 
espariol: M.G. Petayo. La Banca esparola en 1945: I. C. Garricos. 
Efectos econémicos de un presupuesto equilibrado : E. DE FIGUEROA. 


El Trimestre Econémico. 

JuLY-SEPTEMBER 1946. Logros positivios, de la reforma agraria mexicana : 
R. F. y FernAnpez. La administracién de los distritos de riego mexicanos : 
J.L. Tamayo. Situacién y estructura del Banco Nacional Hipotecario y 
de Obras Piblicas: A. Zamora. Las propuestas comerciales anglo- 
norteamericanas: J. MArquEz. Unifacacién de los impuestos internos 
argentinos: R. C. TrevisAn. Discusiones previas al primer tratado de 
comercio entre México y Estados Unidos: 1822-1838: C. B. Garcia. 
John Maynard Keynes : 1883-1946. 

OcTroBER—DECEMBER 1946. La inflacién norte americana : A. H. HANSEN. 
Teorta del mercado adicional de pe Re : A. L. INAperrv. La 
balanza de pagos y el ingreso nacional: R.O. Mena. Problemas creados 
por la reforma agraria de México: R. F. x Ferninvez. El primer 
tratado comercial anglomexicano : intereses econdémicos y politicos: C. B. 
GaRciA. 


Index. 
No. 169. SEPTEMBER 1946. Economic Survey, June 15-September 15, 1946. 
SUPPLEMENT. SEPTEMBER 1946. The State and the Private Banking 
System : E. BROWALDH. 


L’ Egypte Contemporaine. 

JANUARY-FEBRUARY 1946. International Monetary Problem (in Arabic) : 
M. SatEH EL Fataxr. Super National or National Currency. The 
monetary fund of Bretton Woods: M. Bye. Commercial Relations 
between France and Egypt : ANDRE Eman. 


No. 224.—voL. LVI. SA 
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Mirovoe Khoziaistvo i Mirovaia Politika (World Economy and 
World Politics), Moscow. 

No. 10, 1945. China on the Road to a New Life: V. MASLENNIKOV. 
The Elections in France: M. SHarov. The Question of Nationalisation 
of the English Coal Industry: D. Zortna. Liberated Norway: Y. 
Secau. The Significance of Foreign Trade for U.S.A.: V. Lan. 
The Economic Situation of Liberated France: M. Meyvman. LEngland’s 
Indebtedness to Egypt: L. Vatourna. The Annual Accounts of American 
Concerns: N. VAITSMAN. 

No. 11, 1945. Franco Spain: Stronghold of Fascism in Europe: O. 
Arrurov. The Coal Problem in Post-war Europe: V. Karra. The 
End of Japanese Aggression in the Pacific Ocean: E. PIGULEVSKAIA. 
Concentration of Industry in U.S.A. during the Second World War: 
S. Lear. The Economic Basis of Japanese Aggression : M. LUKIANOVA. 
Consumers’ Credit in U.S.A. during the War Years: P. Kaminsky. 
Tendencies in Canadian Agriculture in War-time: B. Kogan. The 
Economic Situation of Argentine at the time of the Second World War: 
O. KLESMET. 

No. 12, 1945. The Clandestine Diplomacy of International Monopolies : 
M. RuBINSTEIN. Swedish Foreign Policy: Y.SeGcau. The Oil Industry 
in U.S.A. during the Second World War: M. Kocan. Reconversion and 
the Unemployment Problem in U.S.A.: V. Lan. The Defeat of Japan 
and Events in Indo-China: V. VasttEva. Agrarian Reform in Turkey : 
B. Danrzia. 

Nos. 1-2, 1946. U.S.S.R. in the Forefront of World Democracy: P. 
Lissovsky. International Relations in 1945: I. Lewin. Agrarian 
Reform and Democracy : A. PetrusHov. The Anglo-American Economic 
Agreement : V.Soxoxtov. The Internal Political Situation in Germany : 
D. Metnixov. The Strike Movement in U.S.A.: 8S. Drapxina. A 
New Structure: Democratic Albania: P. Mancnxa. Events in 
Indonesia: V. VasttEva. The Activity of the German Concern ROVAK 
in Spain: B. Isaxov. The Economic Situation in Bulgaria: B. 
Curistov. On the Anglo-American Oil Agreement: V. L. 


Izvestia of the Academy of Sciences of U.S.S.R.: Section of Economics and 
Law. 


No. 3, 1946. On Political Workers: AcaprmiciANn I. P. Trarmin. The 
Time Factor in the Planning of Capital Investments : Acapemictan 8. G. 
Strumitin. The London School in Political Economy : I. G. ~~ 
On Some Aspects of Money Circulation in Ancient Russia: 
Gusakov. The Economic Views of A. N. Radishchev (1 749-1808) : 
E. V. PRIKAZCHIKOVA. 


Planovoe Khoziaistvo (Planned Economy), Gosplan, Moscow. 


No. 3, 1946. The Oil Industry in the Five Year Plan: N. Barsaxov. 
The Building Program of the New Five Year Plan: A. Korosov. On 
Strengthening the Economy Régime in Building: V. Grossman. The 
System of Short-term Credit in Soviet Economy: M. Usosxin. The 
Automatisation of Productive Processes in Industry: V. KovALENKOV 
and A. Kuramov. The Supply Situation in Capitalist Countries after 
the War: R. Leva. 





NEW BOOKS. 
British. 


AngaRia (J. J.), Lakpawaua (D. T.) and Panprr (S. A.). War 
and the Middle Class. An inquiry into the effects of war-time inflation 
on middle-class families in Bombay oy  egsmapede Padma Pub- 
lications, Ltd., 1946. 84”. Pp. 33. Res. 1.4. 
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{An analysis of the effects on middle-class families of war-time inflation in 
Bombay based on an attempt to get returns from 1000 families, in the income 
range Rs. 50 to Rs. 300 a month. Only 520 forms were filled up, of which 478 
were usable. The average increase of income per family was 45% and per 
head 32% between 1939 and 1944. Expenditure on food had increased by 
99% and absorbed 51% as against 37% of income. There is a detailed analysis 
of the consumption of particular foodstuffs and non-food commodities. ] 


Braves (H. L.). The Making of Social Policy. London: Oxford 
University Press, 1946. 9”. Pp. 25. 2s. 

[Mr. Beales, in his Hobhouse Memorial Trust Lecture, tries to sum up the 
new social order in which we live and the ways in which it came into existence. 
The main features are the inni of a system of social wage payme:ts, 
widening areas of life subjected to the rule of professional standards, the develop- 
ment of a state of social classlessness, the growth of the equality in function 
and responsibility of women, the beginnings of a policy of full employment, 
the extension of similar social policies to our dependencies. ‘‘ Social policy is 
still a young, a twentieth-century contributor to the totality of our well-being. 
In its essence it is a policy of freedom through organisation.”’] 


BHATAWDEKAR (M. V.). Our Sterling Balances. Bombay : 
Popular Book Depot, 1945. 84”. Pp. 34. 

[ A new edition of a pamphlet that was noted in the Economic Jounnat of 
December, 1945. The author has added a new preface, in which he argues 
that Britain should have no insuperable difficulty in liquidating India’s sterling 
balances, say over a period of ten years. His discussion of the British problems 
scarcely goes deeply enough; the problem must be regarded as a whole, and in 
its full relation to British losses of foreign assets, and not as the problem of 
one holder. ]} 


Buiackett (P. M.8.). The Atom and the Charter. London: Fabian 
Publications and Victor Gollancz, 1946. 8}”. Pp. 12s. 6d. 


[Prof. Blackett’s pamphlet is concerned hardly at all with the atom bomb 
and almost wholly with the power of veto on the Security Council of U.N.O. 
He advances the thesis that if U.N.O. is to be a reality it must only vote for 
sanctions in conditions in which it is able to enforce them: “the Opposition 
votes, i which a decision to impose sanctions can be taken, must never 
exceed the number of nations against which sanctions can actually be enforced.” 
He takes as an example that sanctions (by which he means armed or economic 
pressure which results either in immediate capitulation or very quick defeat) 
require a 5 to 1 superiority. On this basis, and with a realistic appraisal of 
the war potentials, sanctions can probably not be made effective against U.S.A. 
or U.S.S.R. and possibly, but far less certainly, not against the other Great 
Powers. He would therefore justify the possession of a veto by at least the first 
two, since otherwise nations might well vote irresponsibly for sanctions in a 
confidence that they would not in fact be carried into effect. The atomic bomb 
makes some immediate difference to the strength of the U.S. But Prof. Blackett 
treats it as different in dimension and not in kind from other bombs, and leaves 
the impression that it does not greatly change relative war potentials after five 
or ten years. | 


Boss (A.). Social and Rural Economy of Northern India, Cir. 
600 B.c.—a.D. 200. Vol. II. University of Calcutta, 1945. 9}”. 
Pp. xiii + 507 + xxiv. Rs. 4.8. 

[This second volume of a large study was completed under great difficulties 
since the author was detained as a security prisoner. He has brought together 
a great deal of evidence from Greek and other travellers, from archzological 
discoveries, from Sanskrit literature and from all the other known sources. 
Out of all this he has aimed to build up a complete and integrated picture of 
mdustrial organisation, the main products and their quality, trade and trade 
routes, the markets and prices, currency and banking, the towns, their archi- 
tecture, lay-out and government, occupations and employment, the crafts, 
social] stratification, slavery. The book thus provides a useful source of informa- 
tion over a very wide field. But the reader who is not himself expert in the 
sources would have liked a rather fuller and franker discussion by the author 
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of the value and reliability of much of the evidence. Clearly there is here a 
whole range of data from almost pure mythology to certain fact; an assessment 
of it is a very desirable addition to what Dr. Bose has provided. | 


Brett (R. Datxas). Usury in Britain. London: St. Botolph 
Publishing Co., 1946. 9”. Pp. 144. 4s. 6d. 


[The author seeks to show the stranglehold which big finance has obtained 

on the whole of the British economy. He records the issued capital of the 

, insurance and investment companies, building societies and the like, and 

shows the interlockings of directorates. He would wish to create a British 

Bank, with Cabinet Ministers as its leading officers, to tidy up and simplify the 
whole system. ] 


CassELMAN (P. H.). The Relation between Farm Management 
Factors, Milk Cost and Operator Labour Earnings. A correlation 
study analysing the 1937 operations of a sample number of Ontario 
dairy farms. Ontario: New Era Publications, 1946. 11”. Pp. 85. 
$1.00. 


[This is a detailed correlation study analysing the 1937 operations of a number 
of Ontario dairy-farms. Its purpose was to see how far statistical methods of 
this kind could be applied to farm management. The author begins with simple 
frequency distribution tables, and proceeds first to simple correlation coefficients 
(for example, the correlation of labour earnings and milk cost) and then to 
eliminate the interaction of the independent variables and to partial correlation 
coefficients. At the end he seeks to draw conclusions regarding the applications 
of these techniques to problems of farm management. | 


Cuavupuury (S.). Planning for Plenty. Calcutta and London: 
Longmans, Green & Co., 1945. 7°. Pp. 76. 2s. 6d. 


[This short essay is a critical examination of planning in general, and of the 
Bombay Plan in particular. The author emphasises that the problem of plan- 
ning is not that of thinking of attractive programmes but that of the ic 
principles which must guide any planning, and the organisation and controls 
that are involved. ‘The positive conclusion which clearly emerges from [the 
author’s] analysis of both the working of the present economy and the practice 
commended by current proposals is that we can plan for material improvement 
only on the basis of Socialism.’’] 


Co-partnership To-day. A survey of profit-sharing and co- 
partnership schemes in industry. London: Conservative Political 
Centre, 1946. 84”. Pp. 48. Ils. 

[A short survey of co-partnership and profit-sharing schemes prepared for 
the Conservative Party Advisory Committee on Policy and Political Education. 
It is a competent and well-written factual study.] 

Diesy (MarGaRret). To-morrow’s Food: a study of the world 
food situation. London: Fabian Publications and Victor Gollancz, 
1946. 8”. Pp. 28. Is. 


[Miss Digby’s pamphlet summarises the current state of agricultural organisa- 
tion and technique and attempts to appraise, in terms of a balance-sheet of gains 
and losses, the effects of the war. The chief losses are the reductions of pro- 
ductive capacity in many countries, more particularly in Central and Eastern 
Europe, and the decline in cattle population in Western Europe. The gains are 
in technical knowledge and in organisation both of food production and dis- 
tribution. Miss Digby suggests that integrated regional schemes for the plannin 
not only of food production but also of its exchange for industrial products oa hold 
out a promise for the future.] 


Doss (M.). Studies in the Development of Capitalism. London: 
George Routledge, 1946. 84”. Pp. ix + 396. 18s 

[To be reviewed. ] 

Domination or Co-operation? London: Fabian Publications and 
Victor Gollancz, 1946. 7”. Pp. 17. 6d. 


[This is the first of a new series of pamphlets issued by the Fabian Colonial 
Bureau under the title of The Controversy Series. This number consists of 
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extracts from speeches given at the conference on the relations between the 
British and Colonial peoples organised by the Bureau and held at Clacton in 
April of this year. Among the speakers were Prof. T. 8. Simey, Dr. Arthur 
Lewis, Dr. Rita Hinden and Mr. Frank Horrabin.] 


Fisoer (A. G. B.). Education and Economic Change. South 
Australia : W. E. A. Press, 1946. 8”. Pp. 36. ls. 


[Prof. Fisher sets out to answer the question, ‘“‘ What part, if any, should 
be allotted to education in any programme designed to ensure that productive 
resources are so used as to bring the highest possible standard of living within 
the reach of the members of an economy?’’ Prof. Fisher argues that a wide 
extension of educational services of many kinds is both wise and in the long 
run profitable. ] 


FisHer (A. G. B.). International Implications of Full Employ- 
ment in Great Britain. London and New York: Royal Institute of 
International Affairs, 1946. 8”. Pp. 202. 15s. 

(To be reviewed. ] 


ForpE (DaRy Lu) and Scorr (RicHENDA) and Edited by PrErHam 
(MarcERy). The Native Economies of Nigeria. London: Faber & 
Faber, 1946. 84”. Pp. xxi + 312. 25s. 


[To be reviewed. ] 


Fowke (V. C.). Canadian Agricultural Policy: The Historical 
Pattern. Toronto: University of Toronto Press (Oxford University 
Press), 1946. 9”. Pp. xii + 304. 16s. 


[Reviewed in this issue.] 


FrankeL (H.). Poland, the Struggle for Power, 1772-1939. 
London: Lindsay Drummond Ltd., 1946. 84”. Pp. 191. 12s. 6d. 


[From this study of the social and economic factors in the history of Poland 
during the last century and a half, the author draws the conclusion that her 
backwardness in most spheres and her helplessness in the face of foreign aggression 
were due in large measure to the oppression of her peoples. The author has 
read widely in Polish, English, German and French literature on the subject, 
and a list of sources is given at the end of each chapter.] 

Ganpui (M. P.) (Ed.). The Indian Cotton Textile Industry 
(1945-46 Annual). Bombay: Gandhi & Co., 1946. 9}”. Pp. xl + 
88 + xx + 56 + xxvii. Rs. 5. 

(This annual publication contains the usual and most informative statistical 
analysis and discussion of the present position and outlook for the Indian cotton 
industry. The latter includes an examination of export policy, output targets, 
re-equipment and the like, as well as comparative information for other textile- 

roducing countries. Appendices cover raw cotton supplies, the Indian hand- 
oom industry, and a list of Indian cotton-mills, with their managing agents, 
numbers of looms, spindles and the like.] 


GuaIsyER (JANET), BRENNAN (T.), Rirronre (W.) and SarGant 
(FLorENCcE P.). County Town. A civic survey for the planning of 
Worcester. London: John Murray, 1946. 93”. Pp. 320. 2ls. 

[To be reviewed. ] 


Grant (M.). From Imperium to Auctoritas. A historical study 
of Aes Coinage in the Roman Empire, 49 B.c.-a.p. 14. Cambridge 
University Press, 1946. 11”. Pp. xvii + 510+ plates. 63s. 

[To be reviewed. ] : 


Henperson (Stk Husert D). The International Economic 
Problem. London: Oxford University Press, 1946. 7”. Pp.20. Is. 
[Sir Hubert Henderson devoted his Stamp Memorial Lecture in the University 
of London to a discussion of the remarkable contrasts between the great growth 
. of international trade under the stimulus of free enterprise in the Victorian 
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age and its stagnation, coupled with increasing control, in the 1930’s. If the 
difficulties which arose between the wars were the consequence of the need to 
make the adjustments required by changes in the balances of payment brought 
about by the war of 1914-18, he finds the outlook for the future, with far greater 
adjustments necessary in the case of the U.K. and other nations, even more 
gloomy : “ it seems optimistic in the extreme to suppose that [the disequilibrium] 
can be corrected by the free play of competitive prices under the conditions 
which are now being laid down. Indeed, the question arises whether the 
insistence, which is so prominent in current plans, on the principle of non-dis- 
crimination is not ‘Soelienmetalin irreconcilable with the solution of this vital 
problem.”’’] 


HERMANN (GRETE). Politics and Ethics. London: International 
Publishing Company, 1946. 84”. Pp. 84. 2s. 6d. 

[Dr. Grete Hermann argues that in the recent development of our civilisation 
“industry and inventiveness have almost exclusively been used as a means to 
study and control the forces of nature and society. Scientific progress in the 
last century was primarily a great advance in natural science and technique. 
The one-sided nature of this development had grave consequences. In the 
natural sciences attention is concentrated on the investigation of the causes of 
events and the natural forces under which they occur, and scientists have there- 
fore tended to overlook the ethical question of the value of human actions and 
aspirations. . . . These ethical questions must therefore receive the same careful 
attention as modern scientists apply in their own province.’’] 


Hrnpen (Rita). Socialists and the Empire. London: Fabian 
Publications and Victor Gollancz, 1946. 8”. Pp. 27. Ils. 

[In this review of the five years’ work done by the Fabian Colonial Bureau 
since its inception in 1940, Dr. Rita Hinden discusses some of the problems of 
our relationship with the colonial peoples and some of the different solutions 
to the problem of “‘ imperialism ’’ put forward by members of the Labour Party.] 


Indian Engineering Industries. Calcutta: Engineering Associa- 
tion of India, 1946. 84”. Pp. x + 388. Rs. 10. ¥ 

[This volume, after a short introduction, provides a list of firms with their 
main activities, outputs and capitalisation in the different branches of the metal 
and engineering industries of India.] 


KENDALL (M. G.). The Advanced Theory of Statistics. Vol. IT. 
London : Charles Griffin & Co., 1946. 103”. Pp. 521. 50s. 
[To be reviewed.] 


KonrkorF (A.). Transjordan, an economic survey. Jerusalem : 
Economic Research Institute of the Jewish Agency for Palestine, 
1946. 93”. Pp. 120. 

[A survey of the land, population, resources, water supplies, communications, 
monetary and fiscal systems and of the trade and industry of Transjordan, to 
which are attached a statistical abstract and a detailed bibliography.] 


Law on the Five-Year Plan for the Rehabilitation and Develop- 
ment of the National Economy of the U.S.S.R., 1946-50. London: 
“ Soviet News,” 1946. 7”. Pp. 104. Is. 


[This gives in fairly considerable detail the objectives of the current Five-Year 
Plan. In brief, it aims to recover the pre-war levels of output by 1948 and to 
reach by 1950 a level of industrial output 48% above pre-war. That will include 
(to quote a few examples) a steel output of 25-4 m. tons, a coal output of 250 m. 
tons, new power-stations with a capacity of 2:3 m.k.w. The main emphasis will 
again be on development of the heavy industries, and capacity generally; but 
substantial increases are planned in the output of consumption goods, though 
even at the end of the period the output rates will not be high by the standards 
of the older industrial countries. It is intended to take vigorous measures to 
improve industrial efficiency, particularly in the heavy industries and building, 
by improving mechanical equipment and cutting out wasteful use of labour. In 
passing, some interesting figures are given of Russian war production rates in the 
main categories. ] 
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Layton (StR WALTER). Newsprint: A Problem for Democracy. 


London : P. O’Donoghue, 1946. 94”. Pp. 19. 6d. 

[Sir Walter Layton’s pamphlet, published in September 1946, shows how 
severely the paper supplies to newspapers had been cut and the dangers in a 
democracy of starving people of news. In May 1946, nearly a year after the 
end of war in Europe, the London penny morning papers were getting 20% 
of their pre-war consumption, and the evening papers 26%. Sir Walter Layton 
argues convincingly for a substantial increase now that the American loan has 
somewhat mitigated immediate financial difficulties, so as to restore a six-page 
basis and the freeing of sales sufficiently (he estimates 10% ) to allow circulations 
to adjust to changes of demand.} 


Liypsay (Smr Harry). Imperial Institute Annual Report, 1945. 
London : Imperial Institute, 1945. 10°. Pp. 74. 

[This report provides a brief indication of the multifarious activities of the 
Institute in discovering new economic crops for many territories and in developing 
substitutes for materials and foodstuffs in short supply. There is included a 
—- more detailed discussion of methods of improving the qualities of natural 
rubber. } 


Mackay (R. A.). Newfoundland, Economic, Diplomatic, and 
Strategic Studies. Toronto and London: Oxford University Press, 


1946. 9°. Pp. xiv +577. 30s. 
[To bo reviewed. ] 


MoNicot (H. B.). History, Heritage, and Environment. The 
— of social studies in secondary schools. London: Faber & 


aber, 1946. 734”. Pp. 192. 7s. 6d. 

[This book, by the head of the History oy cepenae of Mexborough Grammar 
School, sprang out of a dissatisfaction with the results of the ordinary methods 
of teaching history at schools and a conviction that it would be better to sub- 
stitute a new curriculum drawn more widely from the social sciences and English, 
so designed as to give an essential minimum of education in citizenship and 
philosophy. As a second best, without wholesale reconstruction of the existing 
curriculum, much can be done to achieve these ends. The author discusses in 
frank and entertaining fashion the methods, techniques and mater‘als of teach- 
ing. His book deserves attention from any who are teaching economics at the 
schoolboy stage. ] 


MortisHEeD (R. J. P.).. The World Parliament of Labour. A 
Study of the I.L.0. London: Fabian Publications and Victor 


Gollancz, 1946. 8”. Pp. 41. 2s. 

[This is a useful short account of the history and activities of the I.L.O., 
together with a discussion of the existing plans for its future and of desirable 
lines of development. ] 


Moxersze (R.). Planning the Countryside. Bombay: Hind 


Kitabs, 1946. 8}". Pp. 190. Rs. 7.8. 
[Prof. Mukerjee has been appointed Economic Adviser to the State of Gwalior 
and his book represents an economic development plan for the State. Since 
the population of the State is primarily agricultural, the plan, as the name of 
Prof. Mukerjee’s book indicates, is primarily a plan for rural and agricultural 
development. In the top priority he puts canal and well irrigation schemes, 
erosion control, dissemination of improved seeds, introduction of dry farmi 
methods, and similar measures to protect rather than to develop. Next he puts 
measures to give agricultural security, such as improvements of tenure and 
protection from usury. But besides these more direct measures, he advocates 
improvements of medical and social services, an attack on illiteracy (only 8% 
are now literate) and emancipation from outgrown social customs. Finally 
substantial improvements are necessary in transport and communications. 
While Prof. Mukerjee suggests a large number of improvements in rural handi- 
crafts, his more general recommendations in the field of industrialisation remain 
to be worked out and are not included here. One most interesting and practical 
recommendation is that a start shall be made in two pilot projects, one in Gwalior 
and one in Malwa, each covering 10 or 15 villages, so that the feasibility of the 
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whole integrated plan may be tested first on a small scale, but in its full com- 
pleteness. Prof. Mukerjee indicates that a start on these pilot projects has been 
approved. ]} 


Muransan (S. K.). | Economics of Post-War India. 2nd edition. 
Bombay : Hind Kitabs, 1946. 9”. Pp. xv + 208. Rs. 5.12. 


[This volume reprints a selection. of articles contributed to journals and 
newspapers on current economic affairs. They fall into various groups: the 
economics of transition; economic planning and the Bombay Plan, its finance 
and main features; stabilisation of agricultural prices; the investment market, 
money, credit interest rates and banking in war and peace; problems of Indian 
currency and exchange; Bretton Woods; food; control and de-control. Prof. 
Muranjan includes an interesting discussion of the possible difficulties involved in 
the repatriation of India’s sterling balances. He argues that the total of some 
£3,500 millions of sterling balances would require only ten years of a payment of 
£350 millions, which would represent about half the U.K.’s current savings and 
should not (in his view) be beyond her capacity to pay. He does not make it 
wholly clear whether he would agree that the problems of transfer of that order 
of magnitude would be almost insoluble unless creditors were under some obliga- 
tion to buy both normal and abnormal purchases from the U.K. (with greatly 
diminished foreign income Britain has the problem of finding more exports to 
cover minimum imports apart from repayments). Nor does he refer to the prob- 
lems of making good war damage and uncovered depreciation in Britain; a large 
part of Britain’s net investment over the next few years, while net in relation to 
the current year, will not represent a net investment in relation to pre-war capital 
equipment. But he has one further suggestion that may warrant further con- 
sideration—that there should be further balancing of the remaining British 
foreign assets against Britain’s liabilities. It will be fully as important for Indian 
economists to understand the problems of Britain as for British economists to 
understand those of India, if mutually satisfactory solutions are to be found. 
To the latter understanding, Prof. Muranjan’s book will be a valuable help.] 


NatEsAn (L. A.). State Management and Control of Railways in 
India. A study of railway finance rates and policy during 1920-37. 
University of Calcutta, 1946. 9”. Pp. xxiii + 496. Rs. 12.00. 


[To be reviewed.] 


Nrxon (Epna). John Hilton. London: Allen & Unwin, 1946. 
84”. Pp. 341. 15s. 


[Reviewed in this issue.] 


NvuFFIELD CoLLEGE. Training for Social Work. London: Oxford 
University Press, 1946. 7”. Pp. 62. 2s. 6d. 


[This contains two papers. In the first Prof. T. H. Marshall discusses the 
basic training for all types of social work; he would suggest a general basis to 
include a study of social administration, economic structure and sociology, 
supplemented by an introduction to the main principles of psychology and physi- 
ology—the latter subordinated to the former; some acquaintance with social 
and political philosophy and ethics is also desirable, if only to solve the internal 
mental conflicts of the social workers themselves. On the question how these 
should be taught—whether by lectures, class discussions, individual tuition, 
whether in general terms or by studying particular contemporary problems in 
the light of the principles—Prof. Marshall declines to dogmatise. Dr. Charlotte 
Leubuscher discusses at greater length the development and present position of 
social studies in British universities, the work of the Social Science Departments, 
its relation to careers, and the problems of the future. She emphasises that it 
is of the nature of a university training that it is general and not specialised, 
and that some special training for special tasks must almost certainly also be 
provided when the student gets to actual work.] 


Pim (Str Axtan). Colonial Agricultural Production. The contri- 
bution made by native peasants and by foreign enterprise. Oxford 
University Press (Royal Institute of International Affairs), 1946. 84”. 
Pp. ix + 190. 10s. 6d. 

[To be reviewed. ]} 
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PontiFEx (B.). The City of London Livery Companies. London : 
Methuen & Co., 1939. 7}”. Pp. 93. 6s. 

[Mr. Pontifex, who is a Past Master of the Worshipful Company of Armourers 
and Brasiers, has written a quite fascinating account of the craft guilds, their 
origins, organisations, functions and activities. He describes their halls, plate, 
and religious connexions and explains their functions in the election of Lord 
Mayor, and Sheriffs. In a final section he describes their charitable activities 
and their relations to education and other activities. ] 


QuresH (A. I.). Islam and the Theory of Interest. Lahore: 
Shaikh Muhammad Ashraf, 1946. 84”. Pp. xxiv + 219. Rs. 5.0. 


[To be reviewed. ] 


Raneaa (N. G.). Colonial and Coloured Peoples. A programme 
for their freedom and progress. Bombay: Hind Kitabs, 1946. 7”. 
Pp. 222. 8s. 6d. 


[An indictment of imperialism and a plea for the freedom of all colonial 
and oppressed peoples. ] 


RosEenBere@ (L.). The Jewish Community of Winnipeg. Mon- 
treal: Bureau of Social and Economic Research, Canadian Jewish 
Congress, 1946. 93”. Pp. 96. 


[This study of the Jewish community in Winnipeg is the first of a series of 
population studies of Jewish communities in Canadian cities. The information 
is clearly and concisely given, and deals with such questions as population dis- 
tribution, age and sex distribution, occupational distribution and language. ] 


Russet (R.) (Ed.). Britain’s Commercial Treaty Position. 
London: Empire Economic Union, 1946. 8}”. Pp. 87. Ils. 


[This reference book, compiled for the Empire Economic Union, is a con- 
venient record of the various commercial treaties and obligations of this country. 
It includes a valuable appendix which gives for each main commodity group 
the rate of duty and the countries concerned in any agreement covering it, and 
another appendix setting out all the margins of preference and the countries 
concerned. | 


Samvugt (L.). Jewish Agriculture in Palestine. A progressive 
factor in Middle East economy. Jerusalem: Economic Research 
Institute of the Jewish Agency for Palestine, 1946. 94”. Pp. viii + 
143. 

(The first section of this is a detailed statistical investigation of the dimension 
of the internal markets in Palestine for different foodstuffs. It contains a great 
deal of material which would be relevant to such kindred problems as national 
income calculations. A second section outlines proposals for a future agricultural 
policy. ] 

ScuoumacHer (E. F.) and Ftress (W.). Betrachtungen zur 
Deutschen Finanzreform. London: Zuschriften an: W. Sander, 
1945. 8}". Pp. 23. Is. 

[A small Fe a pamphlet which tries to deal with the almost insuperable 
problems of German financial policy over the next few years. It is particularly 
interesting in that it deals with the problem, particularly acute in Germany, o 
a country whose problem is not merely to control expenditure out of current 
incomes, but even to a greater degree to control expenditure out of monetary stocks 
accumulated from past savings. | 


Suznoy “B. R.). The Bombay Plan. A review of its financial 
provisions. Bombay: Karnatak Publishing House, 1945. 84”. 
Pp. 44. Rs. 1.4. 

[Prof. Shenoy is in general agreement with the Bombay Plan, but is in dis- 
agreement with its financial aspects. “Their failure to recognise clearly that 
the balance of trade forms but part of the community’s savings and that the 
incidence of created. money, like that of voluntary saving, is upon the consump- 
tion of the citizen has led to the error of double, or, perhaps, even treble, count~- 
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ing. This has considerably inflated their estimate of the figure of the capital 
much above the level which we may expect the Indian economy to poems 
without engendering its own collapse.’”’ He puts forward certain financial 
proposals, and considers that “‘ the actual capacity of the Indian pongo to 
generate capital would seem to be somewhat below half ”’ the Rs. 10,000 crores 
which is the estimate of the authors of the plan.] 


SHenoy (B. R.). The Post-War Depression and the Way Out. 
Allahabad: Kitabistan, 1944. 7”. Pp. 159. Rs. 3.0. 

[This essay sceeks to analyse the likely causes and possible means of escape 
from an immediate post-war boom followed by a collapse. The analysis is not 
everywhere easy to follow, but would imply a keen competition for producer’s 
goods, leading to competition for productive resources, continued shortages of 
consumer’s goods, increasing interest rates and difficulties of completing capital 
projects, the abandonment of half completed projects and the completion of 
others at enhanced prices through sale at cut prices of the security holdings of 
the investors concerned, collapse of stock exchange prices and depression. This 
analysis appears to assume inability to regulate the rate of investment in accord- 
ance with savings and greater difficulty than usually exists in adjusting the 
rate of investment; in fact the stream of building (which forms a large part of 
investment) is made up of many relatively small and short projects and its size 
and composition is capable of substantial alteration over so short a period as 
three months. The author would have sought (had it been possible) to prevent 
= Powe -war boom and depression by averting the methods of war finance. 

ds the main source of danger in the accumulation of securities through 
war-time borrowing. If that were impossible he would urge a heavy capital 
levy immediately after the end of the war for the same purpose. | 


Sovutz (G.). America’s Stake in Britain’s Future. London: 
Oxford University Press, 1946. 74”. Pp. xiii + 232. 10s. 6d. 
[To be reviewed. ] 


Surtyakumaran (C.). Ceylon, Beveridge and Bretton Woods. 


Colombo : Ceylon Daily News, 1946. 84”. Pp. 69. 


[This booklet contains five largely independent papers. The first three deal 
respectively with different aspects of International HK ic Relations: The 
Currency Question ; The Structural Problem ; The Structures in Transition. The 
fourth paper is entitled Certain Considerations on the Formulation of an Economic 
and Industrial Policy for Ceylon ; while it is in no sense a plan, it makes various 
administrative proposals and sets out the ag ae financial orders of magnitude 





involved. The fifth paper deals with 7 
tts Implications. ]} 


TEKUMALLA (V.). Cottage Industries—What They Are. Madras: 
Provincial Co-operative Society, 1946. 7”. Pp. 14. As. 5. 

[The author, who is senior assistant of the Madras Handloom Weavers’ 
Co-operative, describes the cottage industries of Coastal Andhra. In the main 
the booklet is devoted to problems of definition and to attempts so to define 
cottage industries as to distinguish them from village industries, handicrafts, 
and small-scale industries generally. ] 

TEKuMALLA (V.). The Cotton Lace Industry of South India. 
Madras: Provincial Co-operative Society, 1946. 7”. Pp. v + 42. 
Rs. 1.4. 

[Lace working, introduced into Southern India by women missionaries, had 
grown, so that by 1926 there were 6,500 workers in the three main centres. 
Among the products were wedding-veils, which were exported all over the world. 
There was a heavy fall of demand about 1925; fashion shifted, and the somewhat 
second-rate imported designs failed to find a market, prices and wages fell, 
and the industry became depressed. Its future will turn largely on whether a 
home market can be found, and Indian taste can develop better designs. ]} 

Topp (J. A.). The Mechanism of Exchange. A handbook of 
economics (currency, banking and trade). 5th edition. London: 
Oxford University Press, 1946. 734”. Pp. xxi -+ 276. 7s. 6d. 

[This is a new edition of a familiar text-book first published in 1917 and 
revised at intervals during the twenty-odd years down to the beginning of the 


Beveridge Plan—Its Approach and 
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war. The present edition is substantially a reprint of the 1939 edition with a 
new preface covering the events of the war-time years and indicating in brief 
their effects on the pre-war system. ] 

Unwin (Sir Stanutey). The Truth about Publishing. London : 
Allen & Unwin, 1946. 8”. Pp. 352. 8s. 6d. 

[To be reviewed. ] 


Vaxit (C. N.), Anzaria (J. J.) and Laxpawatta (D. T.). Price 
Control and Food Supply, with special reference to Bombay City. 
Bombay: N. M. Tripathi & Co., 1943. 84”. Pp. iii+ 120. Rs. 3. 

[This study, based on an inquiry into the working of price control and food 
supply in Bombay made at the end of 1942, raises all the essential problems of 
how, if one wishes to prevent price increases, one can ensure supplies, be just to 
producers, arrange fair distribution and the like. It is a very interesting record 
of how the logic of events drove the administration step by step to increase its 
control.] 

VENKATASUBBIAH (H.). The Foreign Trade of India, 1900-1940. 
Bombay: Oxford University Press (New Delhi: Indian Council of 
World Affairs), 1946. 8}”. Pp. 83. Rs. 3.8. 


[To be reviewed. ] 


VoznssEnsky (N.A.). Report on the Five-Year Plan, 1946-50. 
London : “ Soviet News,” 1946. 7”. Pp. 39. 

[This Report to the Supreme Soviet of the U.S.S.R. covers in slightly abbrevi- 
ated form almost exactly the same ground as does the Law on the Five-Year Plan, 
noted above.] 

Wanpia (P. A.) and Meronant (K. T.). The Bombay Plan, a 
criticism. Bombay: Popular Book Depot, 1946. 84”. Pp. 60. 
Rs. 1.8. 

[The present controversy over the Bombay Plan is most interesting, for it 
presages the gradual emergence in India of other divisions of thought more akin 
to the political divisions of other countries than the predominating cleavage on 
religious lines. Profs. Wadia and Merchant, after briefly reviewing the main 
features of the plan (of which they print a useful summary) subject it to severe 
criticism on the ground that the plan is essentially a capitalist plan, aimed 
to establish a flourishing laisser faire capitalist system in India, rather than a 
Socialist plan, aimed to benefit the whole community. They doubt whether 
the benefits would really accrue where they are most needed: to the agricultural 
and poorer classes generally. They argue that in present conditions in India heroic 
measures and rapid change is essential. They fear above all a lethargic pursuit 
of a philosophy of gradualism.] 

Wapsworts (J.). Counter Defensive, being the story of a bank 
in battle. London: Hodder & Stoughton, 1946. 9}”. Pp. 99. 
128. 6d. 

[To be reviewed. | 


Watxace (W.). Enterprise First. The Relationship of the State 
to Industry, with particular reference to private enterprise. London : 
Longmans, Green, 1946. 8}”. Pp: 112. 8s. 6d. 

[To be reviewed.] ° 


Wepewoop (Sm Ratrs L.) and WHEELER (J. E.). International 
Rail Transport. London: Oxford’ University Press, 1946. 8}’. 
Pp. xi + 162. 10s. 6d. 

[Reviewed in this issue. ] 


Weiss (E. D.). Air Transport. No. 2 of the New Era Books. 
London: Art and Educational Publishers Ltd., 1946. 7’. Pp. 59. 
28. 6d. 


[Dr. Weiss has produced a simple, straightforward and thorough survey of 
. some of the basic problems of air transport. He brings to this subject the econo- 
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mist’s approach, and within the limited scope of a smail but essentially readable 
book, ithustrates very clearly some of the real forces at work, and points out the 
dangers of ignoring them. He shows that time-saving is not enough, either for 
passengers or freight, and that the demand for air transport is of a complex 
nature which must be considered when planning airways. There is an interesting 
analysis of the high costs of air transport, which appears to show no signs of 
decreasing costs accompanying its phenomenal expansion. Capital costs per 
seat or pound of freight are considerably higher than in other forms of transport, 
the rate of obsolescence is high, and consequently intensive utilisation is necessary. 
Traffic is the key to the problem. In addition, as the author points out, air 
transport seems to conflict violently with nationalistic sentiment, and the in- 
dustry has to contend, like so many others only to a greater degree, with artificial 
barriers and hindrances to economic operation. There is an interesting chapter 
on the size of the firm and the closely related problem of the réle of the State in 
Civil Aviation. Figures from the abundant material in the United States show 
that the largest firms do not have the lowest costs. . Great Britain has nevertheless 
chosen the large public corporation; the need for efficient and enterprising man- 
agement is therefore all the greater, and when economic criteria and the “ public 
interest ’’ diverge, this divergence should be explicitly recognised. The funda- 
mental interest of the State in Civil aviation is recognised, but Dr. Weiss gives a 
timely warning that State operation is no guarantee that airlines will be conducted 
in accordance with the underlying economic generalities, and shows that the 
evidence so far probably proves the reverse to be the case. ‘“‘ However much 
public and national resources require the institution of services which hold out no 
promise of covering their cost for a long time to come, no nation can afford to 
discard completely any criteria of commercial efficiency.’”’ On the subject of the 
British Government’s action in insisting on Pan American Airways raising their 
fare shortly after the end of the war, Dr. Weiss suggests that, while this may have 
seemed eminently justifiable at the time, the principle of exercising political and 
strategic pressure to maintain higher charges in air transport is likely to have 
endeaeiile repercussions, and a precedent been established which may later 
prove embarrassing when others “ aver with a certain amount of justification 
that they cannot allow a competitor who is in a temporary situation of economic 
superiority to dictate the terms and charges on routes which cross or touch their 
territory.”’ The author concludes with a plea for more extensive research into 
the problems of air transport, and his comment that most of the relevant litera- 
ture is on the other side of the Atlantic is one which merits consideration by those 
responsible for the future development of British Civil Aviation.] 


World Unity Booklets. Nos. 1, 2 and 3. London: Herbert 
Joseph Ltd., 1946. 84". Pp. 28. 2s. each. 

[These three World Unity Booklets are the first of a series of studies in world 
reconstruction. The first includes two essays: Prof. de Madariaga on World 
Government : Dream or Necessity, which is a reprint of the final chapter of a 
book entitled I Americans, published by the Oxford University Press in 1930 
and deals with the lessons of the past working of the League; the second essay, 
by Prof. R. H. MacIver, on Fundamentals of International Order, written in the 
blackest days of the war, tackles the essential problems of peace-making. Dr. 
Friedmann is concerned with the problem of the forms, organisation and methods 
of financing and controlling the varied International Public Corporations which 
are proliferating in the contemporary international economic field—monetary 
funds, banks, postal unions, the proposed Danube Commission and the like. 
The report entitled Framework for a World of Plenty is the work of an inter- 
national research group, which (mainly because many of its members were 
Civil Servants in their various countries) has preferred to remain anonymous. 
They regard economic planning as unavoidable if the maximum of economic 
output is to be obtained, and they fear that some elements of compulsion as 
well as of persuasion may be necessary; but they regard the @recise forms of 
inducement as matters for decision by the various States in accord with the 
psychology and temperament of their peoples. Optimum activity must be the 
aim, but they argue that ‘‘ full employment ’’ cannot be achieved by any indi- 
vidual country in isolation; it must be sought on an international scale. In 
the sphere of international commodity controls the first, thing is to avoid mono- 
polies and cartels; but steps to stabilise in the general interest are to be wel- 
comed; for this purpose they would advocate a Commodity Union. They 
advocate also an International Trade Commission to limit tariffs and trade 
barriers, and organisation for the control of exchanges and for international 
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lending, differing only in detail from that proposed at Bretton Woods. Alto- 
gether these new booklets represent solid and serious thinking and deserve 
attention.] 


Wricut (F. J.). Commerce. Vol. 2. London: English Univer- 
sities Press Ltd., 1946. 8}”. Pp. 271. 7s. 6d. 


[To be reviewed. ] 


Youne (E. P.). Czechoslovakia. “Citizens of the World” 
No. 1. London: St. Botolph Publishing Co., Ltd., 1946. 84’. 
Pp. 118. Paper 3s. 6d. Cloth 5s. 

[A brief sketch of the country of Czechoslovakia—her history, communications, 
constitution, people’s organisations, social conditions and services, education 
and culture, and her present situation. One is slightly surprised to read on the 
second page of the chapter entitled History, when he reaches the Munich crisis 
that ‘it is now quite authoritatively established that the whole ‘ crisis’ was a 
hoax, contrived by Messrs. Chamberlain, Daladier, Hitler and Mussolini, for 
the purpose of extricating Hitler from an impasse which would otherwise have 
meant the downfall—probably without any war—of the foul Nazi regime.’’] 


ZaytTzEFF (A. N.). War Prevention and the Principle of Sove- 
reignty. Dublin: Morris & Co., 1946. 7’. Pp. 46. 2s. 6d. 


[A plea for a federated world state as the only way to world peace, and world- 
wide economic planning in place of the sauve qui peut attitude of the sovereig: 
states. ‘‘ Sooner or later humanity will find itself before the alternative : Either 
reduce the frontiers to the importance of mere administrative limits or renounce 
progress.” In the second part of the book Dr. Zaytzeff puts forward his own 
plan. It is unfortunate that in certain places the book is rendered more than a 
little difficult to read by the wrong use of words and by odd constructions of 
sentences. | 


American. 


Asportt (C. C.). Management of the Federal Debt. New York 
and London : McGraw-Hill Book Company, 1946. 8’. Pp. ix + 187. 
12s. 6d. 

[To be reviewed. } 


Atkins (W. E.) and Others. The Regulation of the Security 
Markets. Washington, D.C.: Brookings Institution, 1946. 8”. 
Pp. 126. $2.00. 

[This small study for the Brookings Institution begins with an over-all view 
of the U.S. capital market and an account of the development of American 
investment banking, mainly over the past half-century. It then goes on to 
describe the various federal regulatory acts: the Securities Act of 1933; the 
Securities Exchange Act of 1934; the regulation of over-the-counter markets; 
the Public Utility Holding oe gp Baca of 1935; the Chandler Act; the Trust 
Indenture Act; the Investment mpany Act of 1940 and the Investment 
Advisers Act of the same year. Finally it analyses the main current issues : 
Should regulation go beyond the SS of fraud? Is private placement 
desirable? Can security legislation be simplified ? and a number of other similar 
issues. } 

Bascu (A.). A Price for Peace. The new Europe and world 
markets. New York: Columbia University Press (Oxford University 


Press), 1946. 8”. Pp. xii + 209. 16s. 6d. 
[To be reviewed. ] 


Botuincer (L. L.), Passen (A). and McEtrress (R. E.). Ter- 
minal Airport Financing and Management. Harvard University : 
Divisica of Research, Graduate School of Business Administration, 
1946. 8”. Pp. xiv + 385. $4.25. 

[To be reviewed.] 
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Borpesn (N. H.), Taytor (M. D.) and Hovpg (H. T.). National 
Advertising in Newspapers. Cambridge, Mass.: Harvard University 
Press (Oxford University Press),-1946. 8”. Pp. xiv + 486. 28s. 

[To be reviewed. ] 


Burern (M.). Economic Aspects of Argentine Federalism. 
Cambridge, Mass.: Harvard University Press (Oxford University 
Press), 1946. 83”. Pp. xiv + 304. 22s. 6d. 

[This is a study of the conflicting doctrines and programmes of the unitaries 
‘eon} federalists in the Argentine’s economic development between 1820 and 

Burns (A. F.) and Mirconett (W.C.). Measuring Business Cycles. 
New York: National Bureau of Economic Research, 1946. 12”. 
Pp. xxyii + 560. $5.00. 

[To be reviewed. | 

Cartson (V.). An Introduction to Modern Economics. Phila- 
delphia : Blakiston Company, 1946. 84”. Pp. xvii + 337. $3.50. 

[To be reviewed. ] 

CHAMBERLIN (E.). The Theory of Monopolistic Competition. 
Cambridge, Mass.: Harvard University Press (Oxford University 
Press), 1946. 84”. Pp. xiv + 275. 20s. 

[To be reviewed. ] 

ConporwE (M. V.). Russian-American Trade. Ohio State Uni- 
versity : Bureau of Business Research, College of Commerce and 
Administration, 1946. 9’. Pp. xiii+ 160. $2.50. 

[To be reviewed. ] 

FELLNER (W. J.). Monetary Policies and Full Employment. 
Berkeley and Los Angeles: University of California Press, 1946. 
9”. Pp. xx + 269. $3.50. 

[To be reviewed. } 

Fiurretti (G.). Industrial Management in Transition. Chicago : 
Richard D. Irwin, Inc., 1946. 9”. Pp. 311 


[To be reviewed. ] 


Gamss (J. 8.). Beyond Supply and Demand. A reappraisal of 
institutional economics. New York: Columbia University Press 
(Oxford University Press), 1946. 84”. Pp. 105. 10s. 6d. 

[To be reviewed. ]} 


Hemann (E.). History of Economic Doctrines. An introduction 
to economic theory. New York and London: Oxford University 
Press, 1945. 84”. Pp. ix + 263. 18s. 

[To be reviewed.] 

Kripner (F. L.). California Business Cycles. Berkeley and Los 
Angeles: University of California Press, 1946. 9”. Pp. xiv + 131. 
$2.50. 

[To be reviewed. ] 


Kworr (K. E.). World Rubber and its Regulation. California : 
Stanford University Press (Oxford University Press), 1945. 9”. 
Pp. x + 265. 22s. 

[To be reviewed. | 

Logs (H.). Full Production without War. Princeton University 
Press (Oxford University Press), 1946. 84”. Pp. xviii + 284. 
238. 6d. 

[To be reviewed. ] 





oe 
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Lynow (D.). The Concentration of Economic Power. New 
York : Columbia University Press (Oxford University Press), 1946. 
9”. Pp. x + 423. 30s. 

[To be reviewed. ] 


Mason (E. 8.). Controlling Werld Trade. Cartels and Com- 
modity Agreements. New York and London: McGraw-Hill Pub- 
lishing Company, 1946. 9”. Pp. xi + 289. 12s. 6d. 

[To be reviewed. ]} 


Maverick (L. A.). China, a Model for Europe. San Antonio, 
Texas: Paul Anderson Company (London: Allen & Unwin), 1946. 
9”. Pp. 334. 

(This is a book about a much-ignored field: the cultural communications 
and influences between China and the West. It is divided into two volumes. 
In the first volume, entitled China’s Economy and Government Admired by 
Seventeenth- and Highteenth-century Europeans, the author retraces the routes 
through which the early Chinese political and economical thought influenced 
the thinkers of the eighteenth-century Europe. Altho the whole subject 
is not treated in great detail, the two chapters of this volume add much light 
to an important field. The second volume is a translation into English of 
Frangois Quesnay’s book Le Despotisme de la Chine in 1767. It is surprising 
that, this leading physiocrat having written a book about the Chinese political 
system, an English translation should come only two centuries after its 
publication. ] 


Miitspaven (A. C.). Americans in Persia. Washington, D.C. : 
Brookings Institution, 1946. 9’. Pp. ix + 293. $3.00. 

[Dr. Millspaugh, who spent five years in Persia from 1922 to 1927 as Adminis- 
trator-General of the Finances, returned to that country in 1943 with a powerful 
American Financial Mission and devoted two years to assisting the Persian 
Government to deal with its economic difficulties in that turbulent period of 
inflation and shortages. Dr. Millspaugh’s book is more than a history of his 
mission and throws light on many of Persia’s economic problems. Naturally 
enough, Dr. Millspaugh is largely concerned with the political and human 
problems of administration. ] 


Miszs (L. von) and Tucker (R. §.). Economic Planning. New 
York : Dynamic America, Inc., 1945. 8}’. Pp. 29. 

[These two rather brief papers were delivered by the authors before the 
American Academy of Political and Social Science in Philadelphia during March 
1945. Dr. von Mises, in a paper entitled Planning for Freedom, concludes that 
‘* those who pretend that they want to preserve freedom, while they are eager 
to fix prices, wage rates, and interest rates at a level different from that of the 
market, delude themselves. There is no other alternative to totalitarian slavery 
than liberty. There is no other planning for freedom and general welfare than 
to let the market system work. There is no other means to attain full employ- 
ment, rising real wages and a high standard of living for the common people 
than private initiative and free enterprise.’”” Dr. Rufus Tucker speaking on 
The Return to “‘ Enlightened Despotism’’ compares present ideas of planning to 
those of the eighteenth-century despots. ] 


Naruan (R. R.), Gass (O.) and Creamer (D.). Palestine: Prob- 
lem and Promise. Washington, D.C.: Public Affairs Press of the 
American Council on Public Affairs, 1946. 9”. Pp. 675. $5.00. 

[To be reviewed.] 


Opvum (H. W.) and Jocumr (Katnarine) (Ed.). In Search of the 
Regional Balance of America. Chapel Hill: University of North 
Carolina Press, 1945. 10’. Pp. 162. $3.00. 


[This is a record and reg Ey of the first quarter of a century’s work of 
the Institute for Research in Social Sciences of the University of North Carolina.] 
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The Pioneer Period of European Railroads. A tribute to Mr. 
Thomas W. Streeter. Boston, Mass.: Baker Library, Harvard 
Graduate School of Business Administration, 1946. 104”. Pp. 71. 
50 cents. 

[The Baker Library at Harvard has published this volume as a tribute to 
Mr. T. W. Streeter who had presented to the library his collection of material 
on railroads outside America. The volume takes the form of an introductory 
essay by Dr. Dunham on The Pioneer Period of Railroads in England, France and 
the United States, followed by a list of items relating to European railroad develop- 
ment, published in or before 1848, in the Baker or other Harvard libraries. The 
volume represents a useful bibliographical tool, quite apart from the direct 
value as a catalogue of a particular group of libraries. ] 


Price Control or Decontrol? Washington, D.C.: Chamber of 


Commerce of the United States of America, 1946. 9”. Pp. 23. 


[The U.S. Chamber of Commerce in this broadsheet advocates a gradual 
removal of all price controls, to be complete (apart from rent) by end-October 
1946. It is suggested that if such controls are removed, and prices allowed to 
reach their natural levels, shortages would immediately disappear and competi- 
tion, in time, would tend to force prices to correspond closely to costs. Tt is 
said that price controls have been retarding production—though why sneande 
all the shortages of particular components are to be attributed to price control 
is not clear. Many of the difficulties are, in the view of the Chamber, to be 
attributed to the official wage policy and to the excessive holdings by the public 
of cash and liquid resources. All these anomalies might disappear if some 
inflation were permitted. There has been both wage inflation and currency 
inflation. The attempt to prevent the consequential price adjustment is a mis- 
diagnosis. ‘‘ The solution can come only through a co-ordinated policy which 
deals not simply with the symptoms of inflation, as does price control, but with 
the real causes of the inflationary pressures which abound in many sectors of 
the economy.’’] 

Ravin (G.). Economic Reconstruction in Yugoslavia. A prac- 
tical plan for the Balkans. New York: King’s Crown Press (for the 
Carnegie Endowment for International Peace) (Oxford University 
Press), 1946. 9”. Pp. xii+ 161. 16s. 6d. 


[To be reviewed. ] 


Readings in the Theory of Income Distribution. Selected by a 
Committee of the American Economic Association. Philadelpkia : 
Blakiston Company, 1946. 83”. Pp. xvi+ 718. $4.25. 

[To be reviewed. ] 

SILBERNER (E.). The Problem of War in Nineteenth Century 
Economic Thought. New Jersey: Princeton University Press 
(Oxford University Press), 1946. 84”. Pp. xiv + 332. 20s. 

[To be reviewed. ] 


Sournarp (F. A.). Some European Currency and Exchange 
Experiences : 1943-1946. Princeton : International Finance Section, 
Department of Economics and Social Institutions, Princeton Univer- 
sity, 1946. 9”. Pp. 23. 

[The author, who from 1943 to 1945 was financial adviser at Allied Force 
Headquarters in the Mediterranean theatre, has put on record some of the 
experiences in that theatre of attempts to stabilise currencies, to substitute new 
currency issues for others destroyed by hyper-inflation, to fix exchange rates 
and to control and stabilise exchange rates. } 

Stictzr (G. J.). The Theory of Competitive Price. New York 
and London: Macmillan, 1946. 8}”. Pp. 197. 15s. 

[To be reviewed. ] 

SticteR (G. J.). The Theory of Price. New York: Macmillan 
Company, 1946. 9”. Pp. 340. $3.75. 

[To be reviewed.]} 
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South American. 


FERRERO (R. A.). La Politica Fiscal y la Economia Nacional. 
Lima: Talleres Graficos de la Editorial Lumen, §8.A., 1946. 9}’. 
Pp. viii + 77. 

[A study of the fiscal policy and national economy of Peru, by the Dean of the 
Faculty of Economics of the Catholic University of Peru.] 

Vittecas (L. T.) and Torres (A. E.). Estudio de los yacimientos 
ferriferos de México. Vol. II. Yacimientos del grupo del norte. 
Mexico: Investigaciones Industriales del Banco de México, 1946. 
11”. Pp. 147. 

[This large study of the iron-ore deposits in the Northern Province of Mexico 


‘ provides both a detailed and statistical account of the available resources and a 
wealth of maps and photographs of the important areas. ] 


Belgian. 


L’Evolution Economique de la Belgique, 1939-1945. Brussels : 
Kredietbank 8.A., 1946. 83”. Pp. 44. 

[A brief and mainly statistical summary of economic events and changes in 
Belgium from 1939 to 1945. It is a useful secondary source of information 


about banking, currency, credit, prices, output of main commodities and the 
like. ] 


Danish. 


ANDERSEN (P. N.). Bilateral Exchange Clearing Policy. Copen- 
hagen : Institute of Economics and History (Oxford University Press), 
1946. 10’. Pp. 242. 

[To be reviewed.] 


Dutch. 


HeENnNreMAN (P.). Economisch Motief en economisch Principe. 
Amsterdam: North Holland Publishing Co., 1945. 9}’. Pp. 479. 
F. 15. 

[To be reviewed.] 


Jone (A. M. de). Inleiding tot het Bevolkingsvraagstuk. The 
Hague: Martinus Nijhoff, 1946. 10’. Pp. 224. Gld. 7.80. 
[To be reviewed. } 


French. 


CHOMBART DE LauweE (J.). Bretagne et Pays de la Garonne. 
Paris: Presses Universitaires de France, 1946. 94”. Pp. 188. 


[M. Chombart de Lauwe, who combines with a training in economics the 
expertise of an agricultural engineer, has made an arses gas vag ar of the 
curiously unparallel development of Brittany and the Garonne. He begins with 
the state of these regions in 1840 when Arthur Young and Luttin de Chateauvieux 
recorded their impressions; then compares with them the statistical evidence 
for 1940, carrying his figures back where ible. Brittany has owed a con- 
siderable rogress both to the P= of local demand and to the growth of 
national de mand for her special Pca roducts, largely animals. The Garonne has 
suffered a series of misfortunes, to wheat- -growing, second to maize, third 
to viticulture, largely as the result of phylloxera; sheep farming has shown a 
heavy decline not only in the Garonne, but in the whole of France. New products 
and types of farming have not grown sufficiently to take the place of these older 
products, and the region has gradually acquired many of the familiar attributes 
of a depressed area. } 


No. 224.—VOL. LVI. 3B 
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Damatas (B. V.). La Crise du Capitalisme et le Probléme de 
L’Economie Dirigée. Paris: Presses, Universitaires de France, 
1946. 10’. Pp. 323. Frs. 240. 

[To be reviewed. ] 


Lescorrier (F.). L’Economie de Grand Espace. Les Grands 
Blocs Economiques. Paris: Librairie Générale de Droit et de Juris- 
prudence. 1946. 73”. Pp. 210. 

[A sympathetic account of the doctrines of Haushofer and his school on the 
subject of the ‘‘ Economy of the Great Spaces.’’ As the author explains in a 
footnote, the book was written before the liberation of France. It is also obvious 
that an attempt at adaptation to the new circumstances has been only imperfectly 
carried out : thus the realisation of the German “‘ Grossraum ”’ is still referred to 
in the future indicative.] 

Nocaro (B.). Principes de Théorie Economique. Les concepts 
fondamentaux et leur utilisation. Paris: Librairie Générale de Droit 
et de Jurisprudence, 1943. 9”. Pp. 308. 


[To be reviewed. ] 


German. 


HorrMann (W.). Wachstum und Wachstumsformen der english- 
chen Industriewirtschaft von 1700 bis zur Gegenwart. Jena: Gustav 
Fischer, 1940. 93”. Pp. x + 284. 

[To be reviewed.] 


Italian. 


Ferperici (L.). La Moneta e Oro. 2nd edition. Milan: Casa 
Editrice Ambrosiana, 1943. 94”. Pp. xxiv + 718. 


[A course of lectures on money held in the Commercial University at Milan.] 


Lourar (F.). Teoria dei Cambi, con particolare riguardo al caso 
delle monete segno. Milan: Casa Editrice Ambrosiana, 1945. 94”. 
Pp. 186. 


[A theory of foreign exchanges between inconvertible currencies. } 


Vinct (F.). Unit& Mediterranea. 2nd edition. Milan: A. 
Giuffré, 1946. 9”. Pp. 194. 200 lire. 

[The second edition of a book originally published in 1940 under the title 
Capitoli di economia mediterranea. The new edition is considerably improved and 
contains much economic information on the countries bordering on the Mediter- 
ranean sea; besides, the chapters of the earlier edition on the inevitability of a 
Fascist Mediterranean Empire and on the Justification of Economic Autarky have 
been omitted.] 


Spanish. 


CasTANEDA (J.). El Consumo de Tabaco en Espafia y sus Factores. 
Madrid: Instituto de Estudios Politicos, 1945. 94”. Pp. 116. 


12 pesetas. 

[This study of the consumption of tobacco in Spain was in its original form 
resented as a thesis for a doctorate in the Faculty of Law at the University of 
adrid. It considers the demand for the product, the relation between the 

consumption of the common varieties and the choicer types, and the equilibrium 
of the state monopoly of tobacco.] 
PEDERSEN (J.). Teoria y Politica del Dinero. Madrid: M. 
Aguilar, 1946. 84”. Pp. xxxi + 422. 70 pesetas. 

(This is a Spanish translation of Prof. Pedersen’s Pengeteori og Pengepolitik, 
published in Copenhagen in 1944; see Economic Journat, December 1945, 
p. 487.] 
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Swiss. 


EGGENSCHWILER (W.). Mehrkonsum. Eine Untersuchung iiber 
die sozialwirtschaftliche Bedeutung des Postulates einer aktiven 
Férderung des Massenkonsums. Berne: Verlag A. Francke AG, 
1946. 9”. Pp. 174. S.Fr. 11.50. 

[To be reviewed. | 


Frez (R.). Die Verinderungen in der Weltwirtschaftsstruktur 
und das Problem der internationalen Kapitalanlagen. Berne: Verlag 
A. Francke AG, 1946. 8”. Pp. 124. S.Fr. 8.40. 

[To be reviewed.] 


Furtan (L. V.). Das Harmoniegesetz der Statistik. Eine 
Untersuchung iiber die metrische Interdependenz der sozialen 
Erscheinungen. Basle: Verlag fiir Recht und Gesellschaft AG, 1946. 
9”. Pp. ix + 504. ' 

[To be reviewed. ] 


Howatp (0.'. Einfiihrung in die Agrarpolitik unter besonderer 
Beriicksichtigung der schweizerischen Verhiltnisse. Berne: Verlag 
A. Francke AG, 1946. 83”. Pp. 272. S.Fr. 12.80. 


[To be reviewed. ] 


KavurMann (O. K.). Das neue lindliche Bodenrecht der Schweiz. 
St. Gallen: Verlag der Fehr’schen Buchhandlung, 1946. 93’. Pp. 
xx + 443. S.Fr. 25. 

[Switzerland is one of the Continental countries with a highly developed 
statute law of agricultural land. There have been interesting changes in this 
during the last fifteen years, starting with emergency measures during the 
Great Depression. This book is a detailed commentary on these new legal 
developments. To the general economist, the most interesting part is Chapter [V 
which deals with the war-time regulations designed to prevent speculative transfer 
of farms and farm land. This chapter makes an interesting study of partial 
price control in a fundamentally liberal system.] 


Kavita (R.). Beitriige zur Entstehungsgeschichte des Geldes. 
Berne: Verlag A. Francke AG, 1945. 84”. Pp. 68. 


[The bulk of this booklet consists of an essay on the “ invention ’’ of coins. 
As the inverted commas indicate, the author does not hold with the “ rational ”’ 
theories of the origin of money. He also believes that money institutions have 
grown ‘‘ from below’’ much more than is commonly allowed for. This essay is 
preceded by two very brief ones, on the origin of the special esteem for gold 
(attributed by the author to its colour and sparkle), and on the function of 
metals in the early stages of economic exchange. One of the views put forward 
by the author is that the early exchange ratio of gold to silver was based on 
astronomical relations. Only historians are competent to judge this book.] 


Lupwie (A.). Die Finanzpolitik der Basler Konservativen von 
1833-1914. Weinfelden : Neuenschwander’sche Verlagsbuchlung A.G., 
1946. 9”. Pp. 246. 

[The problems of the Swiss Federation deserve particular attention in the field 
of financial policy. In this book, the author uses the Base] Canton for his field 
of study. He treats of the origin and development of various taxes, and discusses 
the conclusions that may be drawn from these facts in regard to financial tech- 
nique and financial policy. The political controversies of the times are discussed 
as well. Besides an exhaustive treatment of direct taxes, the author also devotes 
much space to liquid capital taxation—that of banks, bank instruments and ex- 
change operations. In addition, he discusses company taxes, the real estate tax, 
land policy, the cantonal bank, and loan policy. Finally, the author attempts 
to derive general lessons from the philosophy of taxation developed by the Basel 
_ authorities. ] 
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Rakowski (J.). Die ‘“ Vollbeschaéftigung” im Kreuzfeuer. 
Berne: Verlag A. Francke AG, 1946. 8’. Pp. 52. S.Fr. 2.80. 


[To be reviewed. ] 


Rouner (K.). Die schweizerischen Wirtschaftsvertretungen im 
Ausland. Berne: Verlag A. Francke AG, 1944. 9”. Pp. x + 136. 


[This specialised monograph on the assistance given to Swiss exporters by 
corporate representatives abroad is well written and informative. The first 
half deals with the official consular agencies, the second with the non-official 
ones, established by the Swiss Institute for Export Encouragement and by the 
Swiss Chambers of Commerce abroad. The book makes one wish for a similar 
study for British agencies abroad, specially in view of the present importance 
of the export drive. Better still, a comparative international volume might 
throw light on the different methods adopted by the leading economic countries 
to further their exports and their relative success. | 


Official. 


BRITISH. 

Capital, Repair and Maintenance Expenditures of Business Enter- 
prises in Canada. Ottawa: King’s Printer and Controller of Station- 
ery, 1946. 93”. Pp. 31. 

[This is a most important small pamphlet, for it describes the methods 
used in Canada and assesses the extent of the success in obtaining forecasts of 
the gross investment for 1946. This is a problem of first-rate importance both 
in the U.K. and in other countries where it is proposed to maintain full employ- 
ment through planning and control of investment, and the Canadian methods 
and experience should be carefully studied.] 


India. Guide to Current Official Statistics. Vol. I. Production 
and Prices. By S. Subramanian. Delhi: Manager of Publications, 
1945. 93”. Pp. 144. 4s. 


[The chief improvements in this annual publication are an appendix on the 
revised All-India index of wholesale food prices and a critical study of the 
various Provincial series of cost of living index numbers. ] 


Manpower and Material Requirements for a Housing Program 
in Canada. Ottawa: King’s Printer and Controller of Stationery, 
1946. 93”. Pp. 137. 50 cents. 


[This is a very full and detailed statistical study of the various materials, 
fitments, and man-power requirements in terms of a housing target varying in 
dimensions from 50,000 to 80,000 units per year. The result of the enquiry is 
to show that a target of 60,000 houses is well within Canada’s productive 
capacity. ] 


Reconversion, Modernization and Expansion. Progress and Pro- 
grams in Selected Canadian Manufacturing Industries, 1945-1947. 
Ottawa: Department of Reconstruction and Supply, 1946. 13%”. 
Pp. 105. 

[Is it simply that Canada is on a smaller and more manageable scale that 
enables that enterprising country to provide all the information and statistical 
analysis which we would so dearly like to have and so patently lack? Here is 
a full, detailed, statistical analysis of a 40% sample of the progress of the various 
Canadian industries with their reconstruction plans, information as to what 
they are doing, how far they are held up by shortages, the course of employ- 
ment in total and sometimes in particular plants. About three-eighths of all 
pls lants required reconversion before peace-time production could start. About 

If of these had finished reconversion by the end of February, 1946. Of the 
remainder over half expected to have finished by last August, and over four- 
fifths by the end of 1946. Plans for modernisation are reported and are analysed 
by size of plant, and the possible effects on employment are also stated. ] 
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Social and Economic Planning Council. First Annual Report for 
the Year ended 30th September, 1945. Pretoria: Government 
Printer, 1945. 13”. Pp. 4. 6d. 

(This is a first report of the Council, setting out very briefly the work that has 
currently been undertaken, some of which has been published, other of which 
is stillin preparation. One very interesting administrative arrangement emerges. 
The Union Prime Minister has agreed that the professional staff of the Council 
shall provide services for Government Commissions and Committees when such 
services are required. The Council will thereby accumulate and have ready 
access to all the statistical and factual material that is a by-product of such 
investigations. Similar arrangements in this country would well deserve con- 
sideration. } 


Social and Economic Planning Council. Report No.7. Taxation 
and Fiscal Policy. Pretoria: Government Printer, 1945. 124”. 
Pp. 74. . 8s. 6d. 

{A very full and detailed discussion, at a high level of economic competence, 
of the whole fiscal system of the Union. ]} 


Southern Rhodesia. Fourth Report on the Census of Industrial 
Production, 1938-1944. Salisbury: Department of Statistics, 1946. 
13”. Pp. 38. 

[The fourth report of the Census of Industries of Southern Rhodesia. For 
the first time the gross output of factory and workshop industries exceeds £10 
millions. ] 


Summary of Report No. 7 of the Social and Economic Planning 
Council entitled Taxation and Fiscal Policy. Pretoria: Government 
Printer, 1946. 13”. Pp. 8. 6d. 

[This is a much abbreviated summary of the large report noted above.] 


Working Party Reports. Hosiery. (Pp. 224. 3s. 6d.) Boots 
and Shoes. (Pp. 190. 3s. 6d.) Cotton. (Pp. 278. 3s. 6d.) Pot- 
(Pp. 49. 1s. 3d.) London: H.M. Stationery Office, 1946. 


[To be reviewed. ] 


AMERICAN. 

Office of Economic Stabilization. Report of the President’s Com- 
mittee on the Cost of Living. Washington, D.C.: U.S. Government 
Printing Office, 1946. 9”. Pp. 421. 

[This volume includes a main report by the Chairman of the Committee 
(Mr. W. H. Davis) and certain reservations by the labour representatives on the 
Committee together with a large number cf supporting documents including 
appraisals of the cost-of-living index of the Bureau of Labour by a special Com- 
mittee of the American Statistical Association and by a technical Committee 
composed of Wesley Mitchell, Simon Kuznets and Margaret Reid.] 


FINNISH. 

Statistisk Arsbok fér Helsingfors Stad, 1944-45. Helsingfors: 
Municipal Bureau of Statistics, 1946. 94”. Pp. xvi + 484. 

[The Statistical Year-book of the City of Helsingfors.] 


INTERNATIONAL. 
Bank for International Settlements. Sixteenth Annual Report. 
Ist April, 1945-3lst March, 1946. Basle: Bank for International 
Settlements, 1946. 12”. Pp. 66. 
[To be reviewed. ] 
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Conditions of Private Foreign Investment. League of Nations 
(London: Allen & Unwin), 1946. 9’. Pp. 45. 2s. 

[The report of an expert committee of the League that was appointed to 
study the essential principles that should guide both those who are investing 
abroad and those who are secking to obtain capital. They first analyse the 
incentives to foreign investment and then study problems of transfer and debtor— 
creditor relations first in terms of fixed-interest investment and then in terms of 
equity or direct investment. The issues of taxation, employment of foreigners 
and foreign experts, labour conditions, property laws, public utility concessions 
all come under survey. |] : 


Fiscal Committee. Report on the Work of the Tenth Session of 
the Committee. Geneva: League of Nations (London: Allen & 
Unwin), 1946. 93’. Pp. 79. 2s. 6d. 

[The main work of the Committee was the drafting of model bilateral tax 
conventions, which are printed as an annex to this report.] 


The League Hands Over. Geneva: League of Nations (London : 


Allen & Unwin), 1946. 94”. Pp. 126. 2s. 


[A record of the final session of the Assembly of the League of Nations, 
with extracts from the speeches devoted almost exclusively to the question of 
the measure of success or failure achieved by the League.] 


Raw-Material Problems and Policies. Geneva: League of 
Nations (London: Allen & Unwin), 1946. 9”. Pp. 113. 4s. 


[T'o be reviewed. ] 


The War and Women’s Empioyment. The experience of the 
United Kingdom and the United States. Montreal and London: 
International Labour Office, 1946. 9”. Pp. vii + 287. 6s. 

[This report includes two parallel studies—the first for the U.K. and the second 
for the U.S.A.—of women’s work in war-time. The U.K. section covers such 
questions as methods of recruitment, part-time work, policy with regard to 
female employment during the reconstruction period, training, types of work 
performed, membership of trade unions, farm work, domestic employment, 
nursing, teaching, work in the Civil Service, the auxiliary services. The U.S. 
section follows a very similar pattern. ] 


Wartime Labour Conditions and Reconstruction Planning in 
India. Montreal and London: International Labour Office, 1946. 
9”. Pp. 112. 2s. 

[This report provides, inter alia, the best and most readily available account 
of the extent and directions of industrial development in India during the war, and 
of the Government’s plans for future industrial development.] 
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exhaustive survey.” —Birmingham Gazette. 
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